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Whipping Boy 


ARD on the heels of the Persian decision to place the 
question of Russian intervention in Northern Persia before 
the Securisy Council has come the Russian reply in the most 
flagrant and childish style of “ you’re another” diplomacy. 
The Russians have asked the Security Council to examine the 
continued presence of British troops in Java and Greece, on the 
grounds that it constitutes an interference in the internal affairs 
of these two countries. Whether or not the British could have 
used a greater degree of influence to prevent Mr Hakimi from 
exploding his mine on the eve of his resignation, whether or uot 
the Russians, drummed out of the League in 1939, are particu- 
larly sensitive to the possibility of being the first offender under 
the new dispensation, the fact remains that the Russian riposte 
has been flung back with sufficient crudeness, blatancy and bite 
to make nonsense of the ideals of Great Power collaboration and 
international conciliation without which, all are agreed, Uno will 
hot work, : 
What*should be the British reply? In general terms, the 
British Government’has no reason to refuse, and certain positive 
reasons for welcoming, the proposal thar its policy should be 


-xamined by the Security Council. The willingness of one. 


Great Power to accept the scrutiny of its fellow states might 
‘nctease the confidence of the smaller powers in Uno as a whole. 


An impartial examination in Greece and Java would establish a 
precedent for the inspection of other troubled areas—in Persia, 
in North China, in the Pacific: And precedents apart, the 
British can make out a reasonably good case for their actions. 
Neither the Greek Government nor the Indonesian Cabinet has 
invited the intervention of Uno. Both Mr Sophoulis and Mr 
Sharir have said, on the contrary, that the immediate withdrawal 
of British troops would be an inconvenience. It will be replied 
that both leaders are British puppets. The argument would be 
difficult to press in the case of Mr Sharir, who owes his position 
entirely to the Indonesian Nationai Movement. Mr Sophoulis 
is, it is true, head of a Government relying entirely upon Britain, 
but the Government is not, as seemed likely during the Greek 
Civil War, a Royalist dictatorship of the Right. A coalition of 
the Centre, which, includes such men as Mr Sophoulis and Mr 
Sophianopoulis, is at least a better guarantee of free elections: 
than a Government based on either extreme. 

Again, the British are in Java at the behest of Anglo-American 
Seac and with the concurrence of the Dutch authorities. They 
have consistently urged on the Dutch the necessity for sweeping 
reforms and have given their full support to the liberal policy 
pursued by Dr Van Mook. 

Under these conditions, the British have little to fear from ths 





‘ 
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discussion of the Russian charges. It has been argued that a 
postponement of all three issues until the second half of the 
Assembly meeting in April would be advisable. The Security 
Council, it is pointed out, is still in swaddling clothes, Uno’s 
machinery has not yet been established and there is surely 
much to be said for avoiding any everieading of the Organisation 
in its preliminary stages. There is some strength in these argu- 
ments, and if the Persiam issue alone had been in question, the 
best course would undoubtedly have been to persuade the 
Persian Government to postpone the issue—the new Persian 
Government will prebably do so in any case. But now that 
British’ good faith has been challenged at the bar of Uno a 
postponement would surely lay the British Government open to 
the charge of being afraid to face an inquiry and Uno to the 
charge of shirking every difficult issue. On balance, therefore, 
the only course appears to be to insist on the fullest and 
promptest examination of the Russian charges. 


* 


It should not be thought, however, that such a step will do 
much to produce the results which Uno has been set up to 
establish—the lessening of international tension and the building 
‘of world peace. The Russians are not really interested in Indo- 
nesia. They are simply attempting to checkmate the British or 
at least manceuvre them out of a pawn. The choice of members 
for any Commission of Inquiry will simply repeat the juggling 
and twisting of Great Power diplomacy. So will the report any 
such Commission may put out. The Russian charges are simply 
part of a larger struggle—the world-wide, unresolved Great 
‘Power struggle for power, interests and security. 

At the moment, all three Great Powers are engaged in the 
oldest of all games—the diplomatic struggle for a “ favourable ” 
balance of power, for strategic security, for spheres of influence, 
for the protection of vital interests, for concessions, bases 
and zones. One of the cardinal points of American diplomacy, 
restated in the recent Presidential Message to Congress, 
is the non-intervention of outside Powers in the American hemi- 
sphere. But recently the Americans appear to have stretched 
the Monroe Doctrine to the shores of China. Crack American 
troops were used to intervene in China’s civil war and an 
American General is urging both sides into peace and demo- 
cracy. President Truman has stated categorically that the 
United States will decide which Pacific islands are vital to 
American security and which can be transferred to international 
trusteeship. American jealousy of any British presence in this 
area has been made obvious in a hundred ways—by the American 
attitude over Hongkong and Siam, by the faveurs shown te 
American business in Shanghai, or by General MacArthue’s 
unco-Operative attitude towards British business in Japan. 

The Russians are pursuing a similar policy on their strategic 
fringe. Governments in Eastern Europe must be “ friendly,” 
pressure is being. put on the Turks to give the Russians control 
over the Straits, in Persia a Russian campaign is being waged 
to reduce and even eliminate Anglo-Saxon influence. 

And the British, too, although their imperialism is older and 
milder, have their vital spheres, for instance, the Eastern Medi- 
terranean or the Indian Ocean, where they defend their vital 
interests by a very wide variety of diplomatic, political and 
economic means. To-day, as always, the danger-points in world 
affairs are the areas where the lines of interest and influence of the 
Great Powers overlap. At these points, their struggles to make 
their influence exclusive inevitably lead either to conflict or to 
retreat by one or other side. This is neither & pretty nor a safe 
way to conduct the affairs of the world, but that it exists must 
be recognised as the starting-point of any atgempt to improve 
international diplomacy or to work out the guiding lines of 
national statesmanship. * 

On paper, at least, the British do not seem very ill-placed in 
this dusty arena. Bound by y both to Europe and to 
the oceanic world, dividing their ideology between democracy 
and Socialism, they appear to enjoy an intermediate position 
between the two mighty poles, Russia and America, a situation 
which should give them space for manceuvre and a basis, when 
necessary, for mediation. Yet it has grown clearer with each 


THE ECONOMIST, January 26, 1946 


passing month that the British have very largely lost this free. 
dom of mancuvre. Again and again, they have appeared in 
the role of Brilliant Second to American diplomacy. Over the 
question of the Balkan Governments, on the atomic bomb, at 
the Moscow Conference, America set the pace, forwards or 
backwards, and Britain followed. In the eyes of Europe, the 
Loan agreements only seem to reimforce this dependence. To 
the Russians, the British habit of prior consultation with 
Washington on almost point carries with it the more sinister 
implication of the “ ‘Anglo. Saxon bloc.” Accordingly, they 
are striking back at the weaker partner. They will not bring 
American intervention in China before the Security Council, 
On the contrary, they have joined a Far Eastern Commission 
on Japan which leaves the substance of control in American 
hands. Itis at Britain they strike—in Greece and in Java. 

It is at this point that the last justification for believing in an 
“ Anglo-Saxon bloc” breaks down, for whatever backing the 
British may give the United States, they are receiving less and 
less. At Moscow, the division of spheres in the Far East was.amic- 
ably settled in“Amefica’s favour, in Eastern Europe in Russia’s. 
When it came to the Middle East, where vital British interests 
are at stake, Mr Byrnes went hoine. This week, agam, the rais- 
ing of the Greek and Indonesian issue by Russia has not 
altered the Secretary of State’s time-table. . He is leaving 
for Washington. Meanwhile, some sections of public opinion 
in America are ready to denounce every British move in the 
Middle East, and the Russians have shrewdly picked, in Greece 
and Java, on two of the favourite anti-British topics in the 
American press. This week’s performance at the Assembly has 
proved once again that, far from mediating or mancuvring 
between Russia and America, Great Britain is in a fair way to 
becoming their whipping boy. 


x 


This is a situation which will not be remedied by consulting 
the Security Council. Yet it is much easier to analyse Britain’s 
weakness than to define the remedy. Two alternative courses 
appear to be open to Mr Bevin. The first would be to end the 
practice of prior consultation with Washington and to attempt to 
do a direct “ power politics” bargain with Moscow however 
much the Americans might dislike it. There is no inherent reason 
why British and Russian interests in the Middle East should 
directly clash, if the bogy of suspicion, of blocs and world alli- 
ances could be dispelled. A frank exchange of views on Middle 
Eastern policy between the two Powers most concerned might be 
a form of “cards upon the table” capable of bearing useful 
results. On the other hand, Mr Bevin would now find 
such an opproach temperamentally difficult to make, and it is 
an open question whether it would be effective. If the Russians 
can, by raising artificial crises, play upon American hatred of 
trouble and indifference to real issues and induce Washington 
put pressure on London to retreat, they will get much more out 
of such a policy in the next few months than they could by any 

The other alternative is to persuade the Americans to greater 
realism in their estimate of British support and friendship. If 
they genuinely regard Britain as a valuable partner, they cannot 
afford to see a steady weakening of Britain’s position in the world. 
They are traditionally blind to this point, until war and immi- 
nent collapse drive home the lesson. In wartime they recog- 
nise their own vital interest in British security. But in peace- 
time they are so obsessed with the need to avoid “ playing 
Britain’s game ” that they run the risk of lending themselves to 
everybody else’s game. Can they be persuaded to anticipate a 
little the last ditch and to realise that the Middle East is as vital to 
Britain as the Far East to America or Eastern Europe to Russia, 
and that it isan American as well as a British interest to see that 
the position is not whittled away? 


These two possible policies—a direct approach to Russia or . 


a clarification of policy with America—cannot be pursued 
simultaneously. The foreign policy of Britain is clearly 


‘Teaching a cross-roads at which a fundamental choice must b¢ 


made. Neither alternative will end the balance of power and 
the diplomatic see-saw, but one or the other might ensure that 
in is not atways at the lower end of the plank. 
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Unplanned 


HE Government, being firm believers in full employment 

for Parliament, have lost no time in introducing the Invest- 
ment (Control and Guarantees) Bill. This is a measure of which 
much had been expected and much feared. It provides a 
test case whether the Government have a policy—as distinct 
from a doctrine—to promote a balanced and expansive invest- 
ment programme. There should be little need to remind 
readers of The Economist of the inseparable link between 
such a programme and the achievement of a high and stable 
level of employment. Nor would it be unfamiliar to the 
economists at Transport House. Here was an opportunity for 
some original economic thinking by the Government—for a 
demonstration that they no longer suffered from a doctrinal 
obsession that a free capital market necessarily means waste 
and wickedness, or dog tracks instead of steel mills, but that 
they could plan broadly to blend the flow of private and public 
investment so that, in timing and in volume, it could promote the 
highest and steadiest level of economic activity. 

By this criterion—and it is the only one which need be 
considered under normal conditions—the Bill is a sad and 
perplexing disappointment. It would be flattering to describe 
its two operative provisions as a plan. The first gives per- 
manent force to Regulation 6 of the Defence (Finance) Regu- 
lations of 1939—powers, that is, designed for purposes of war 
which have been extended for a further five years already, 
in order to bridge the period between economic mobilisation 
for war and the setting free of resources for peacetime uses. 
The second feature is new and potentially valuable, but again 
of limited relevance to immediate needs. It allows the Treasury 
to guarantee the interest and principal of loans for the 
reconstruction and development of industry up to a limit 
of £50 million in any year. Obviously such powers could 
play an important part in stabilising the level of new 
investment in any year when it threatened to fall short and 
so lead to unemployment. But equally obviously the prospect 
for the next few years suggests a much greater likelihood of 
an excess, rather than a deficiency, of new investment activity. 
Industry is hungry for new plant; vast extensions of power 
and transport equipment are needed ; all the wartime arrears 
of house and industrial building must be overtaken. Without 
the apparatus of physical and financial controls, such a vast 
demand might easily induce a wild inflationary scramble. The 
argument for the retention of financial controls as an interim 
measure is unanswerable ; but they do not add up to a per- 
manent plan for a modern investment policy. 

The Investment Bill follows the Bank of England Bill as 
the second instalment in the Government’s financial planning. 
Like the Bank Bill, it is open to the objection that it largely 
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Investment 


confirms existing powers and conventions, and consequently 
will divert Parliament from more pressing problems. The 
plethora of Bills would be more understandable if really revolu- 
tionary changes were being proposed—if, for example, the 
Government sought power to compel the investment of savings 
in accordance with its conception of “the national interest.” 
That would be planned investment—of a kind. But their actual 
proposals are not even a blue print for an investment policy ; 
they merely crib a piece of Treasury machinery adopted by 
their predecessors, and add a little free-hand drawing of their 
own. 

Yet the Chancellor of the Exchequer is by no means un- 
aware of the economic realities of a properly devised invest- 
ment programme. The White Paper which accompanies the 
Bill stresses the need for a proper balance between the economic 
resources of the community and the nation’s demands upon 
them. It recognises that it may sometimes be necessary to 
stimulate economic activity to prevent unemployment of 
material and human resources—“ sometimes” presumably 
meaning in five years out of a normal seven. It acknowledges 
that it will be essential to plan, not only in the narrow sense 
of controlling borrowing, but in the wider sense of promoting 
real capital development. And it expresses the hope of closer 
co-operation between the Government on the one hand and 
the various undertakings, public and private, which are 
responsible for capital development and finance. The sentiments 
are so admirable that the absence of a policy to implement them 
is al! the more surprising. 

Financial control, in the narrow sense, is to remain in the 
hands of the much-criticised Capital Issues Committee. This 
will be the principal instrument by which the wartime powers 
which the Treasury now seeks to perpetuate will be exercised. 
The Committee will interpret the permanent controls en- 
visaged under Clause 1 of the Bill, under which the Treasury 
will have the widest powers to reguiate borrowing (except 
from a bank), the issue of securities (whether for cash, or by 
capitalising reserves in the form of bonus shares, or by the 
amalgamation of existing companies), the circulation of pro- 
spectuses, and the selling of new units by a unit trust. None 
of these activities may be carried on without the consent of 
the Treasury—which in practice will mean the Capital Issues 
Committee—save for certain general exemptions, of which the 
most important applies to transactions involving less than 
£50,000 in any consecutive period of twelve months. And 
even this dispensation is not to apply to bonus shares (it is 
extraordinary that the obsession about the capitalisation of 
taxed profits should still persist in high places, for it involves 
no new real investment any more than does the issue of unit 








a 


There is an intimacy and confidence expressed in this 

phrase. Can a corporate body create the same atmosphere? The 

answer is that it does and with the added advantage that it concentrates 

on every duty a specialised experience and that it ensures continuity of 


management from beginning to end. 


The Royal Exchange Assurance will be pleased to act as the Executor and 
Trustee of your will, either alone or under a joint appointment with your personal 
Trustee. Your own solicitor can be retained. The fees are moderate and full 
particulars can be obtained from the Manager of the Trustee Department. 


ROYAL EXCHANGE ASSURANCE, 
Royal Exchange, London, E.C.3. 


124 


trust investments) nor to companies formed after December 1, 
1944, unless the Treasury so directs (which hardly seems to 
favour new enterprise). 


It would be far too optimistic to assume from all this that the 
Capital Issues Committee will now become an instrument of 
brisk reform. All the overtones of the Bill, the draft Invest- 
ment Control Order, and the Chancellor’s memorandum point 
to continuity of practice, under the continued chairmanship 
of Lord Kennet. The Committee (which is to be strengthened 
by some new blood) will still work under the general direction 
of the Treasury, whose views were last publicly expressed 
in the White Paper issued in May, 1945. This is not the 
place to examine the controversies to which that direction 
has recently given rise, on the respective merits of issuing 
new securities by “placings” or by “offers for sale.” But 
these matters, though they are highly technical, illustrate the 
danger of unnecessary interference with long established and 
efficient marketing machinery for new securities in the City ; 
and they call for a much less rigid and doctripaire approach 
to the problem of control than the Treasury has followed in 
the past. It may be the Government’s intention to avoid 
“anarchy and disorder” in the new capital market ; but some 
of the recent acts of its agents have positively encouraged these 
very dangers. 

This pre-occupation with the instruments of financial con- 
trol may be well intentioned in the short run ; but it may have 
penalising and stultifying effects when the immediate necessity 
for regimentation and a scheme of priorities has passed. It 
can hardly assist the task of the National Investment Council 
which the Government have decided to set up (again, outside 
the strict ambit of the Bill) to plan the national investment 
programme as a whole. The Council will consist of about 
twelve members, including the Chancellor of the Exchequer 
as chairman, the Governor of the Bank of England, the Chair- 
men of the London Stock Exchange, of the Capital Issues Com- 
mittee, of the Public Works Loan Board, and of the two Finance 
Corporations, and other members chosen for their wide know- 
ledge of financial, economic and industrial questions. It will 
collect evidence from official and private sources about 
the flow of investment activity, and will suggest means 
of organising and stimulating investment to promote full em- 
ployment. Its advisory function is implicit in its name—it is 
a Council, and not an executive Board. It will have no public 
responsibilities ; and it is safe to predict that its advice will 
tend to be moulded in accordance with the broad trend of 
Government policy. It offers no guarantee of that most 


More Aijid 


S the cold of mid-winter descends on Europe its peoples 
face the hardest, leanest, cruellest months the Continent 

has known for three hundred years. Mass misery is always 
difficult to grasp. Statistics of calories, tuberculosis rates, or 
figures for infant mortality do not conjure up sufficiently the 
terrifying face of famine and disease. It must therefore be lack 
‘of imagination, not indifference, that explains the apparent un- 
concern of millions of reasonably well-fed citizens in Britain 
and the United States to what is going on in Europe. If they 


could once grasp the scale of the tragedy, it is impossible that. 


they should remain unmoved. 

For the tragedy is vast. It may vary in intensity—the 
peasantry are reasonably well provided and the rich can use the 
black market, but the poor urban populations of Europe, perhaps 
a quarter of its 400 millions, are all condemned to go hungry 
this winter. Some of them will starve. The plague spots are 
Warsaw, where, according to Mr Lehman, Director-General of 
Unrra, ten thousand people will die of starvation ; Hungary, 
particularly Budapest, where deaths from famine may reach a 
million ; Austria, i ly Vienna and Lower Austria, where 
the rate of calories is below 1,000 a day (the rate needed to 
maintain reasonable health is well over 2,000), and where in 
some towns, Wiener-Neustadt for instance, there is already 
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valuable safeguard in public affairs—the freely tendered, in- 
dependent second opinion. An independent Council which 
could give advice to the Government and also present an 
argued case to the public could make at least an equally valuable 
contribution towards achieving full employment. 


Positive encouragement of new investment will be available 
under Clause 2 of the Bill, up to a limit of £50 million 
annually. But even here enthusiasm must be tempered. 
These guarantees may be made either for reconstruction or 
for development ; they may go to assist lame ducks as well 
as helping new enterprise. But the remedy for depressed 
industries is not an injection of subsidised cheap capital ; it is 
to provide conditions under which they can operate at a profit. 
And if this involves a subsidy, let it be open, and not con- 
cealed. The primary use to which these facilities should be 
put is the encouragement of new investment which would 
otherwise be postponed or prevented by economic uncertainty ; 
the physical assets which they create should be capable of earning 
their keep and contributing to a positive expansion of the 
national income. 


In sum, the Investment Bill seeks to perpetuate existing 
methods of control, and is at least as solicitous about established 
industries as it is about the development of new ones. It 
exhibits in almost every line Treasury habits of thought, and 
Treasury conceptions of control, rather than the views of pro- 
gressive economists and enterprising industrialists. This is 
perhaps its fundamental weakness. For the Treasury, under 
the Bill, will become a permanent arbiter in matters in which 
it has itself the strongest vested interest. It would raise 
its hands in horror to be told that it has rigged the market 
to suit its own book; yet in brute truth, this is precisely 
what it has done during the war and since. No sensible 
person would object in principle to this control during a period 
of war and reconstruction (though there is room enough for 
disagreement in detail). But until the Treasury can show 
more convincing evidence that it is able to grasp where the 
true national interest lies in a balanced investment programme, 
its judgment will be in danger of being partial, and its policy 
restrictive and not expansive. Judged by these broad stan- 
dards, this first step towards a full employment policy cannot 
be described as auspicious ; the way towards work for all lies 
neither in a re-definition of controls nor in the imposition 
of penalties for infringement so sweeping that they require 
25 pages to set them out, but in a technique of encourage- 


ment and fostering of enterprise which has evidently yet to be 
learned. 


for Europe 


starvation ; the Saar, where children are 1eported to be dying 
of hunger ; Northern Italy, the Ruhr, Berlin, and most large 
towns in Germany, where it is proving difficult to keep the calorie 
rate up to 1,200. Greece and Western Holland are improving, 
but are still below full subsistence level Paris and the larger 
towns of France face a new food crisis. Nor does this bare recital 
of calories and diets cover those grisly companions of starvation 
—tuberculosis, dysentery, typhoid and typhus, rickets—nor 
the appalling figures for maternal and infant mortality. One 
person in ten in Poland has TB—the figure for Warsaw is onc 
in five—it is rampant in Jugoslavia, and the Czechs say that out 
of 700,000 needy children 50 per cent have been discovered to 
be tuberculous. Infant mortality in Berlin has doubled. In 
Budapest it has risen from 16 to 40 per cent since September. 
There are no figures for the Ruhr, but English visitors have been 
une ee very few mew-born babies are expected to live this 
winter. 

These examples could be multiplied indefinitely ; they are 
the individual threads and patterns in the sombre European 
tapestry of sickness and hunger. They leave no doubt of the 
= sop disaster. wool nme victors fairly absolve them- 

ves of some responsibility for it, since no tragedy on this 
scale was inevitable. Europe's preseni plight is due at least 
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in part to a breakdown in the organisation and planning of 

the Western Powers. As Sir Arthur Salter pointed out in the 
House of Commons early in October, 

lf millions freeze and starve in Europe this winter . . . it will 

not be because of unavoidable material shortages. There is 

enough food and other necessities in the world and enough 

cargo shipping and motor transport to take it where it is wanted. 

That statement is still true. Food production in America 
in 1945 remained at the record figure of the war years. Mr 
Paul S. Willis, President of the Grocery Manufacturers of 
America Inc., said recently that American consumption, since 
rationing came to an end on November 24th, had increased 
by 11 per cent on the average consumption of 1934-1939. The 
Secretary of Agriculture has given the instance of meat ; 
American consumption per head is now 165 Ibs. a year, com- 
pared with the average figure of 125 lbs. in the pre-war years. 
Mr Lehman has told the Americans that if they would consume 
one pint of milk and ice cream less per person per month, there 
would be enough milk to feed the mothers and children of 
Europe. 

The extreme shortage of shipping came to an end with the 
end of the Pacific war. During the autumn Liberty ships have 
come over to Europe empty to pick up returning American 
soldiers. If these ships had come full of grain, stock piles could 
have been built up in Europe. Internal transport in Europe could 
have been eased by the immediate release of Army transport. 
Some vehicles have been turned over to Unrra and others 
sold to the various governments, but eight months after 
the end of the European war it was reported from Ham- 
burg that “ negotiations” were proceeding for the transfer to 
civilian use of thousands of unwanted Army vehicles. There 
has been a similar delay in the matter of surplus Army supplies. 
The value of American surplus stocks—apart from war material 
in Europe—food, petrol, medicaments, trucks, bedding, 
clothing—has been estimated at $3 billion. The decision has 
been made, apparently, to dispose of them only against dollars. 
The Director of Reconversion, Mr John Snyder, did at one time 
suggest that 


Some of the vast surpluses might be traded for foreign com- 
mercial and military concessions. 


but the disposal is to be on a normal commercial basis. Un- 
happily, the most needy people in Europe are also shortest of 
dollars. The stock piles will lie and rot, while the civilians who 
desperately need the goods go cold and hungry. The dollar sign 
was taken out of the war effort. It has crept back into the effort to 
save the people of Continental Europe. 


* 


These facts are stated simply to show that, at the beginning 
of the autumn, the problems of reconversion from war to peace 
were not insoluble. If, as Sir Arthur Salter and others urged 
at the time, a General Staff for European Relief had been 
called into existence with the powers, the resources and the 
machinery necessary for a vast combined operation of relief, the 
present tragedy could have been avoided. Historians will no 
doubt weigh this fact in assessing the blame for any future con- 
flict. The question now, however, is whether anything can be 
retrieved from the Allies’ tragic failure. The worst crisis of all 
still lies ahead, in February or March, when the last reserves 
of food run out. Can worse suffering, even at this eleventh hour, 
be averted? 

Public opinion in this country cannot legislate for the United 
States. The first question is whether the British people can do 
more to lighten the sufferings of their allies as well as their ex- 
enemies across the Channel. There is a vast —— ~ 
exaggeration in the lar press~about the strain on Britis 
health imposed by the p = one rations. According to the medical 
authorities, the country has never been in better health and the 
infant mortality rate is the lowest on record—but clearly a 
further general reduction in rations is out of the question. 
Nevertheless, there seem to be three ways in which the British 
can give a generous lead to the world. The first is by a sur- 
render of food stocks. In 1945, the Coalition Government 
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released 900,000 tons of stocks at a time when the war was still 
being fought. The present Minister of Food refuses to disclose 
the country’s present food reserves, thereby suggesting that he 
has something to conceal, since no argument of “ security ” can 
any longer apply. But if the figure is, as seems likely, very much 
above the reserves normally held in peacetime, there is a very 
strong case for transferring part of the balance to Europe to tide 
over the worst crisis of the next two months. Such a bulk con- 
tribution would be far more valuable than the collection, by 
voluntary abstention, of points or soap or the sweet ration. 
Nevertheless, all these are valuable, and it is a pity the Ministry 
of Food should make no response to the desire of marry citizens 
to make a direct sacrifice for European relief. But a bulk transfer 
would obviously be far more effective. The stocks thus released 
could be placed in part at the disposal of AMG for use in the 
British zone, but it might be wise to place the bulk of the stocks 
at the disposal of Unrra, which is now operating in most of the 
areas of worst starvation—Poland, Italy, Greece and (be- 
latedly) Austria and Hungary. Such a decision would mean 
the voting of a new credit to Unrra, over and above the one per 
cent of the British national income already allocated for 1946. 
But Unrra’s work in Europe is still hampered by lack of funds. 
Unless the present allocations are spread thinly over the whole 
of 1946, it is certain that new funds will be needed long before 
the year is over. Voted now, they would give Unrra a far 
greater chance of tiding Europe over this difficult spring. 

The Government has shown very little sympathy with +he 
suggestion that the British could do more for Eurcpe. Only the 
utmost pressure is likely to make them move in a generous and 
humane direction. It is thus all the more discouraging, and 
indeed horrifying, that certain irresponsible newspapers should 
have chosen this moment to clamour for an increase in British 
rations, which at their present rate of 2,800 calories are perfectly 
adequate to maintain health. The number of articles which 
have appeared in the press since the New Year is too great to 
allow of coincidence. Part of the press is deliberately endeavour- 
ing to jaunch a wave of hysteria—equally compounded of greed 
and xenophobia—to compel the Government to increase British 
rations at a time when Europe is going down into the pit. This 
pressure at least the Government must resist at all costs if it 
wishes to continue to command the respect of its neighbours. 

There are, of course, many who, while perfectly ready to 
accept the present standard of rationing, cannot see the argu- 
ment for a greater British effort. “ The Americans are better 
off than we,” they say. “ They have no rationing at all. So why 
should we be asked to skimp when the Americans could help 
Europe without taking a calorie out of their normal diet? ” 
The argument is difficult to meet, for the Americans are under 
a far greater obligation to help than the rationed British. But 
it is equally clear that the American conscience is not yet 
stirred. No nation can equal the United States in generosity 
if the need is made plain and the imagination of the people 
is roused. But President Roosevelt is no longer there to give 
the great, imaginative lead. It looks as though it can only 
come from outside, in which case there is only one way in 
which it can be given—by example. In a sense, a British 
gesture now is a sprat to catch a whale—the whale of American 
food and American transport. If much-bombed, much- 
rationed, debtor Britain at this moment allocated to Unrra 
another one per cent of its national income, and at the same 
time transferred. to Unrra and AMG some of the civilian 
surplus stocks left over from the war, it is possible that the 
American people would be stirred by this example to equal 
generosity which, given the size of their national income and 
of their civilian surpluses, would have a fivefold effect. 

The British delegation is bringing a resolution on Unrra before 
the United Nations. It urges that the signatories of the Unrra 
convention should contribute immediately the one per cent 
of their incomes agreed to in 1945—so far only four signatories 
have paid their contribution. But the British plea would be a 
hundred times more effective if the presentation of the resolu- 
tion were backed by the announcement that the British were 
ready to make yet another contribution to Unrra’s funds. By 
such an example the other nations could be inspired or shamed 
into following suit. 


—-— ~~ —_™-_- 
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Heat in the Home 


J N these times of fuel shortage, peopie look back nostalgically 

to pre-war days when coal was cheap and plentiful and the 
home fires burned unrestrained. But the objective facts about 
the domestic use of fuel have hitherto been obscure. Visitors, 
especially trans-Atlantic visitors, noted the ineffective prodigality 
of the British in the use of fuel. The island race, they found, 
would crouch around an open fire which employed a lot of coal 
to propel volumes of heated air up the chimney and induce cold 
draughts through the room. They marvelled how citizens whose 
chimney stacks polluted the air with such clouds of smoke could 
yet enjoy such miserable heating standards. But the island race 
remained most unresponsive to their comments. 

Now, in the sixth winter of our fuel discontents, a committee 
set up by the Government in 1942, and composed of experts 
from within and without the public service, under the chairman- 
ship of Sir Alfred Egerton, has reviewed the whole subject of 
heat in the home.* For the first time the relevant facts have 
been brought together and published. Existing practice is 
reviewed ; desirable standards for domestic heating are set out ; 
results are published from sample enquiries into the housewife’s 
own views ; possible solutions are examined in a wealth of detail ; 
and recommendations are made, in general terms, for better 
things in the future, both from the standpoint of economy and 
efficiency for the individual, and of the best use of national 
fuel resources. In such a comprehensive study there is much 
that is new and indeed startling: within a short compass it is 
possible to mention only the highlights. 

The average efficiency of heating services in the homes of this 
country—taking together the three main uses of heating rooms, 
warming water and cooking food—has in the past been very 
low, “ probably well below 25 per cent ”—that is, less than a 
quarter of the heat in the coal is used. The worst offender is 
the old-style kitchen range, followed by the open coal fire and 
the electric fire. The low efficiency of electric heating—it is 
credited at best with 18 per cent—will surprise many people. 
The fact is that even though the efficiency of the actual appliance 
itself, such as the electric fire, may be taken as 100 per cent (i.e. 
even if it delivers into service all the heat potential put into it), 
there is a loss, during generation and transmission of the current, 
of approximately four-fifths of the heat in the coal burnt at the 
power station. The gas fire comes out rather better, because cf 
the relatively high thermal efficiency of the gas-making process, 
and is credited with a “coal economy efficiency ” ranging from 
15 per cent to 45 per cent, according to conditions and assump- 
tions. Moreover, these comparatively low overall efficiencies of 
gas and electric heating are, from the nature of the processes 
involved, hardly capable of much increase. On the other hand, 
there is considerable scope for raising the present very low 
efficiency of solid fuel appliances, and it is in this direction that 
the best hope lies for a radical improvement in domestic heating 
efficiency, at any rate for the main room—heating and water— 
heating loads, though not necessarily for cooking and inter- 
mittent heating services. The new and improved solid-fuel 
appliances are (with the single exception of the flueless gas 
heater, which has limited application) the only types of equip- 
ment whose heat output is more than half that of the coal con- 
sumed. In brief, the main problem of providing a decent stan- 
dard of heat in the British home is not that of deserting solid 
fuel but of finding better ways of burning it than the kitchen 
range and the open fire. 

This conclusion may be supported by comparisons of domestic 
fuel consumption in this country and in the United States and 

y, where the winters are, on the average, much more 
severe than here, but houses are kept very much warmer. 
And yet fuel consumption per average house is little more in 
America than in Britain, while Germany’s was little more than 
half our own. The explanation lies mainly in the British use 

* Heating and Ventilation of Dwellings, ‘ 
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of the open fire, against central heating in America and the 
closed stove in Germany—both consuming solid fuel, but doing 
so much more efficiently. 

Inefficient heating in British homes is not only a waste of 
coal: waste of coal usually means smoke, and the pollution of 
the air by smoke in the great cities of Britain is a great social 
cost. It means the loss of sunlight and injury to health; 
damage to building fabrics and increased laundry costs ; waste 
of labour and loss of amenity. These costs cannot easily be 
assessed in money terms, but their real burden on the com- 
munity is very great. Domestic heating accounts for about 
one-third of total coal consumption ; but the average efficiency 
of consumption is so much lower than in industry . that it is 
debited with no less than half the total costs of smoke pollu- 
tion. Even if considerations of fuel waste and heating needs did 
not themselves cry out for better methods of domestic heating, 
the necessity of tackling the smoke problem would do so. 

The Egerton Report maps out no single royal road to perfect 
domestic heating: there are too many variations in ends as 
well as means. What it does do, however, is to postulate 
certain desirable standards for heating in the home, and set 
out in detail various alternative methods of reaching them. 
Satisfactory heating standards are taken as involving (1) a 
day time temperature of about 65° F. in the living room; 
(2) temperatures of 50° F. (or higher) in other rooms, when 
in use; (3) the whole house maintained always at a temperature 
of at least 45° F.; (4) a supply of 250 gallons of hot water 
per week ; (§) cooking arrangements adequate, on the average, 
for six people. These standards are very much above what 
most people enjoy at present ; in the standard practice of the 
present day, only one part of one room is heated, and 
that intermittently, with other rooms cold, damp and under- 
used ; hot water is often obtainable only by heating pans, 
kettles or “wash coppers”; cooking equipment is better, 
though often only because the tenant has installed gas or 
electric appliances at his own expense, duplicating the “ land- 
lord’s fitting,” the coal range, which (probably unknowingly) he 
still has to finance in the rent. 

The report sets out eight alternative combinations of appli- 
ances for achieving these standards in the normal house, some 
of them with different appliances for “ background heating ” and 
for “ topping up.” For each, figures are given of fuel consump- 
tion, of appliance cost (i.e., amortisation of initial cost plus main- 
tenance cost), of ancillary building costs. (i.e., special flues, etc.) 
and of operating labour required. This is one of the most novel 
and valuable parts of the Report. It is a pity, however, that 
the Committee did not go one step further and assess the fuel 
consumption in money terms—for kilowatt hours, therms and 
hundredweights are no simpler to add and subtract from each 
other than horses and apples. The main argument against 
giving a comparison of money cost is, of course, that fuel costs 
vary from place to place and from time to time, so that any 
hypothetical cost comparisons ma be misleading. A deter- 
mined arithmetician, with gas, and electricity bills to hand, 
could, of course, work out the answers for his own case, but 
for the generality of mankind it would have been interesting 
to give, with all proper cautions, some typical money answers. 
This would have been the more useful in that one conclusion 
would have emerged with some clarity, namely that, in our 
time and circumstances, the economic optimum for heat in the 
home ut eu “all gas” or“ all Poaee but some combination 
in w main room-heating water-heating loads are 
carried by efficient solid fuel appliances. oe 

_ The fact that there are feasible alternative methods of pro- 
viding the heat needed in the home efficiently, economically and 
smokelessly, is a good reason for maintaining the principle of 
freedom of choice for the consumer advocated in the Repo:t. 
But, in following that principle, the Committee go beyond the 

t “ Background heating ” is the maintenance of steady temperatures 
throughout the house; “ i Ye inging 
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limits of good economics. They recommend a lavish provision 
of flues in all houses—for instance, flues for solid fuel fires not 
only in living rooms but also in kitchens and possibly in cne 
bedroom—just in case the occupant might prefer to have a solid 
fuel appliance or a gas fire where an electric fire (which requires 
no flue) could do the job. But the cost of such flues, even before 
the war, was about £25 each for ground-floor rooms and £17 for 
first-floor rooms in the normal house. These costs can be 
doubled for present conditions, so that the effect of adding the un- 
necessary kitchen and bedroom flues to the necessary one in the 
living room will be to add £84 to the cost of the average house. 
This would be a heavy price to pay for “ freedom of choice.” 
A more economic policy would be to combine living-room heat- 
ing, background heating and main water-heating in a single 
efficient and smokeless solid fuel appliance in the living room, 
requiring one brick flue, to provide electric plugs upstairs for 
“topping up” in the bedrooms, and to instal both gas and 
electric points for cooker and auxiliary water-heater in the 
kitchen, so that the housewife can easily take her choice there. 

But whatever pattern of heating appliance is adopted, one 
further thing is needed for reaching the desired standards: 
houses must be better insulated, more heat-tight, than they have 
been in the past. When fuel was really cheap, a house that was 
something of a radiator to the surrounding atmosphere might 
be tolerable and even economic (depending on the ratio of fuel 
costs to insulation costs). Those days have gone. One of the 
most useful chapters in the Report assesses the value of special 
measures for improving the insulating qualities of floors, walls, 
roofs and windows (by double glazing). These estimates offer 
some nice exercises in calculating the most economic practice in 
relation to fuel costs and building costs. 


*® 


Though its recommendations are in general terms, the direc- 
tion in which the Egerton Report would point is fairly clear: 
to move from the inadequate, inefficient and smoky domestic heat 
service of the past towards better standards in the future by 
building heat-tight (and frost-free) houses ; by equipping them 
with efficient and smokeless solid fuel appliances for heating 
the living room and for providing the background heating and 
the main water-heating loads ; and by effectively putting gas 
and electricity on tap for cooking and other heating services. 

It is natural to ask how much all this would cost. In the case 
of new houses, the conclusion appears to be that any addition 
to the original capital cost would be approximately offset by 


NOTES OF 


In ali his five-and-a-half years of political life General. de 
Gaulle has never without calculation lost his temper in public. 
There was no instantaneous spark to fire his abrupt statement 
and resignation of last Saturday. What, then, provoked it? 

For many weeks now he has been irked and chagrined by end- 
less jabs at his policy and prestige. He disliked and resented 
the quarrel over military expenditure. He has been annoyed at 
the many efforts to identify him personally with sole responsibility 
for the bread and meat shortage. Even the reflective M. Blum 
has been writing that 

the General must not think that even if he gives a great part of 

his time to the food problem, this will debar him from giving 
adequate time to mofe important tasks At present there is no more 
important task than food supplies. 
Last, but not least, his strong historical sense is vexed by the 
tendency of the Constituent Assembly to repeat the mistake of 
1871 and, through fear of a dictatorship, to draft a constitution that 
curtails executive power to a degree that spells national weakness. 

But all these sores and misgivings were of weeks’ standing. 
It seems highly probable that the event which precipitated his 
decision was the certainty, born of one news item in Saturday’s 
Paris press, that the constitution would wholly subordinate the 
executive to the Assembly—the “national will.” Saturday’s press 
carried reports of the previous day’s meeting of the Socialist- 
Communist liaison committee, at which it was agreed that the 
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savings in fuel consumption—or, alternatively, that a small addi- 
tion to the original cost would provide, for the same running 
costs as in the standard house of the inter-war years, an almost 
revolutionary improvement in the comfort of the British home. 
This is satisfactory so far as it goes. The cost of the new houses 
has already been pushed so high that any addition to it, even 
of the smallest, must be looked at with a very cold eye ; more- 
Over, it is questionable whether the average wage-earner will be 
very impressed by the statement that, though his rent is higher, 
his running costs will be lower. On the other hand, the social 
benefits of an improvement in domestic heating might be very 
large—a programme of secondary schools for all, for example, 
almost depends on there being a quiet, warm room for the child 
to study. But before the optimism of the enthusiasts can be 
fully accepted, two provisions must be noted. The first is that 
even if adequate heating appliances were installed in all the new 
houses (and there is a strong case for making that a condition of 
subsidy), it would be a long time before the majority of the 
population were affected. The installation of satisfactory appli- 
ances in existing houses is a difficult and costly process ; and 
even if that were not so, the sheer force of inertia would be 
difficult to budge. And secondly, even in the new houses, the 
cost can be kept within reasonable bounds only by the most 
skilful and rigidly economical planning of houses, particularly in 
respect of unnecessary flues. 

It will, of course, inevitably be said that a campaign for effi- 
cient heating appliances would exclude the open fire and end 
the one real “ freedom of choice ” the Englishman wants in heat- 
ing his home. Fortunately, the passion for the open fire 
can be reconciled with fuel efficiency. Appliances are now 
in being—one type is being used in the Government’s temporary 
houses—which combine slow and efficient combustion with the 
appearance of an open fire when required. The “ openable 
stove,” or the “closeable fire,” is not quite the same thing as 
the real open fire, but its many virtues may make it as com- 
pletely acceptable, even in these islands, as the horseless carriage. 

These reforms in house construction and heating methods 
will help to offset the catastrophic increase in the cost of coal 
which has occurred since 1939. But they are not the answer 
to it. They mitigate the effects of the rise in coal costs, making 
it possible either to double the present average consumption of 
heat for the same cost, or to halve th: cost of providing the 
present inadequate standards. But if, in future, the mass of 
British people are to enjoy good heating standards at reasonable 
cost, the price of coal must come down. In this way, the house- 
holder faces the same problem as the industrialist. 


THE WEEK 


two parties should mend their recent differences on the pattern 
of the constitution and reach, as Libération put it, “a defensive 
agreement against the idea of a presidential government.” This 
rapprochement spelt, for the General, a majority in favour of 
constitutional decisions to which he must submit, or go. He 
went. 

* * * 


Further Outlook: Unsettled 


General de Gaulle’s successor as premier has been chosen at 
great speed owing to the realisation of all three parties that, at 
the present moment in international affairs, it would be extremely 


‘disadvantageous for France to be without a Government. But 


speed of choice does not betoken a solution of the three-way pull 
of the parties. The worthy but colourless Monsieur Gouin heads 
another three party coalition but will not lead it. It seems likely 
that it will survive from now until the elections on two slender 
foundations—the one, Socialist fear of a final commitment to the 
Communists, the other, each party’s unwillingness to let any other 
reap the electoral advantages of being in opposition during the 
next cold and hungry months. If the Coalition survives, it may 
well do so under a succession of premiers that will remind many 
Frenchmen of bad old times, while all three parties jockey for 
electoral position rather than constitutional strength. For it seems 
unlikely that the withdrawal of the General will lead to a con- 
stitution more calculated to give a well-chosen executive a few of 
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the powers that make for steadiness and efficiency. As a national 
figure, a stylist and a tactician the General continues to stand head 
and shoulders above every other figure on the French stage. 
Even in retirement he will continue to dominate the scene, 
revered as a man who is never deterred from action by 
prospects of failure and as a leader who has at his back the army 
that “ saved France.” 


* x * 


Birth Pangs of Trusteeship 


The speeches in which the Mandatory Powers proffered 
their charges to Uno for transfer to its trusteeship system were 
not unexpected. They were the sequel to the Preparatory Com- 
mission’s resolution that this move must precede any attempt to 
set up a provisional Trusteeship Council. It will be remem- 
bered that this resolution was passed in deference to the Russian 
view that to establish a temporary Council was to give the 
Mandatory Powers grounds for procrastination. What was un- 
expected about the speeches was the very considerable difference 
that they revealed in the degree of willingness shown by the 
proffering Powers. Great Britain, Australia, New Zealand and 
Belgium made their offers without stint. The South African 
Government, pursuing the reservation it had made at San 
Francisco, preferredéto “think about” a territory whence it 
felt that its security had been threatened. Misgivings on this 
score are understandable, but would be more sympathetically 
viewed if South Africans had more open minds on the subject of 
their own native problem. France, who had made no previous 
reservation, agreed only subject to no diminution of the rights 
“already enjoyed by the populations of Togo and the Cameroons 
by reason of their integration into the French community.” This 
statement was based upon the fact that the two mandates were 
iast year enabled to send elected representatives to the Constituent 
Assembly in Paris. Criticism in Uno, particularly the telling inter- 
vention of New Zealand, has, however, persuaded the French to 
modify their position and they have now formally agreed to 
negotiate the transfer of their mandates. 

Thus even the first step towards establishing a Trusteeship 
Council is not all plain sailing. Nor is the second, which calls 
for the establishment of a trusteeship agreement for each territory 
between “the states directly concerned.” Who are these states 
and who is to admit or refuse claims to direct concern? The 
Charter is loose to a fault on the subject. Definition of what 
constitutes “concern” is the biggest task before the Trusteeship 
Committee at present in session. Another outstanding task is 
to decide whetherz the Trusteeship Council can be set up before 
the trustees for ex-enemy territories are appointed, or whether 
the allocation comes first. The way ahead is long and full of diffi- 
culties, not the least of which will be to decide which Powers 
may claim “direct concern” with the Pacific Islands and with 
the Dodecanese. 


* * *x 


Parliament Reassembles 


It is t0 be hoped that a month’s respite from duties in the 
House of Commons will have revived its members, for they have 
a gruelling time before them. It has been claimed that this session 
will by its close have affected more sides of national life than any 
previous one. Whether this is true or not the legislative pro- 
gramme will certainly call for all the talents and powers of 
endurance members can command. Renewed contacts with out- 
side opinion will also have reinforced their knowledge of the 
desperate need for quicker reconversion, fewer restrictive controls 
and more men from the forces. 


Two new bills have been introduced this week on Trades Dis- 
putes and the Control of Investment (see page 123), which will 
a hot debate. Bills on social insurance and c tion and 

tterment are said to be near at hand. Nothing further has 
been heard about the proposals to nationalise the public services 
of gas, electricity or transport, but, on the fuel side, Mr Shinwell 
has only just stepped into the arena on coal, and this is clearly 
going to be the major political issue of the next few months. 
There are also a number of indications that the Opposition are 
getting their second wind. This is made the easier for them as the 
Coalition Government bills get worked on to the Statute Book. 
Certainly on coal, civil aviation, trade disputes and the control 
of investment they will not be inhibited by earlier inter-party 
agreements. 

It is unfortunate that the debate on civil aviation, which is the 
chief feature of the week, took place too late for any comment in 
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this issue. A number of minor bills have been passing through 
their final stages in the Commons, including the rent control of 
furnished houses, the augmenting of local government Block 
Grants, a bill to tacilitate the transfer of functions between 
ministers, and a queer hotch-potch conglomerated under the 
Emergency Laws (Transitional Provisions) Bill. 

The Lords have debated only one definite legislative measure, 
the Bank of England Bill, but have been occupied by a very 
interesting range of motions concerned with (i) the machinery of 
government, which covered the control of foreign affairs, (ii) a 
characteristic motion by LordBeaverbrook on the danger to British 
agriculture in the Washington proposals, (iii) a motion by Lord 
Vansittart for the closer integration of Western Europe to assist 
the functioning of the United Nations Chester, and (iv) a motion 
by Lord Elibank to make the River Rhine the western boundary 
of Germany and to create a separate State of the Rhineland and 
Ruhr. These motions reflect the function of the House of Lords 
at its very best—the discussion of broad policy outside the limita- 
tions of debate on legislative clauses. 


* x * 


The Coal Bill under Fire 


Mr Eden was quite right to ask for the maximum possible 
time to be allotted to the debate on the Coal Bill. Not only is 
this the first major act of legislation which the Labour Govern- 
men is introducing, the first real measure of nationalisation, but 
so much was left unsaid in the Bill that members will need time 
to consider the details which Mr Shinwell will presumably 
supply when he moves the second reading. However, the two 
days which Mr Morrison agreed to allow may be sufficient for 
the statement of the Government’s case, the Opposition’s 
criticisms and the point of view of back-bench miners’ MPs, whe 
are expected to criticise the insufficient provision for miners’ 
participation in the organisation of the industry. 

The Conservative decision to move the complete rejection of 
the Bill came as a surprise. It had been assumed that there 
would be no opposition to the principle of nationalising the 
mines, although there would be plenty of criticism about the 
details and procedure. Indeed, Conservative leaders have 
repeatedly asserted that they would not oppose nationalisation 
for the sake of Opposition, but that they would listen to the 
Government’s plans and consider each case on its merits. In 
the case of the Mines Bill, it now appears they are preparing to 
oppose without waiting to hear the Government’s arguments. 
It is true that the text of the Bill gives very -little information 
about the plans for reorganising the industry, and no indication 
at all to suggest by what means it will raise output, improve 
efficiency and reduce costs. But Mr Shinwell was surely right 
not to attempt to tie the hands of the Coal Board in advance 
to any specific course, but to give only the general objectives 
os policy. Everything will depend on the composition of the 

ard. > 


* 


Unlike the Opposition, the Mining Association regards the 
principle of nationalisation as decided, and has promised to 
facilitate a smooth transfer and to co-operate in maintaining 
production. The owners also accept the policy of reference 
to arbitration and the establishment of a tribunal. Their main 
objections, which have been set out in a statement submitted to 
the Minister of Fuel, concern the scope of nationalisation and 
the method of compensation. They criticise the proposal to 
include the ancillary and by-product industries, even those of 
non-colliery undertakings, because, they say, it goes beyond the 
measures outlined in the King’s Speech and would have “the 
effect of spreading the principle of public ownership far into other 
realms of commercial activity.” From the Board’s point of view 
there will be great advantages in including under their central 
authority all by-product undertakings, and certainly they will be 
more lucrative than the process of coal extraction in itself. Here 
again, until more is known about the detailed proposals and the 
process, which will be a complicated one, of working out the 
— eae on it would obviously be illogical, 

an integrat ective icy is the ai ve out 
the by-product undertakings. = weds 

The owners are, with more justification, concerned at the 
proposal to compensate them, not in cash, but in Government 
ao a3 eure ag amount a and the interest are to be 

ermin y the Treasury wi any right of a 1. This, 
as The Economist pointed out when the Bill was ar lease is 
a bad principle and opens up possibilities of arbitrary dictation 
on the part of the Treasury. The Government would be well 


advised to reconsider its decision and to make a cash settlement. 
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Some of these points may be cleared up by the Minister in 
the House next week. Certainly the debate promises to be heated. 
It is perhaps not too much to hope that it will be productive of 
information from the Government and of constructive suggestions 
from the Opposition. ’ 


* * * 


Frustrated Cities 


Justly famed plans have been prepared for the reconstruction 
of many “ blitzed” towns, but not a single one of them is yet in 
operation. Mr Silkin, Minister of Town and Country Planning, 
is now inquiring into the cause of the delay, which he professed 
last week not to understand but which he will soon discover to 
be grounded in financial anxiety. 


Mr Silkin has already, ‘himself, administered the best tonic for 
this anxiety by his assurance that the long-promised Compensation 
and Betterment Bill, now heralded for the “late spring,” will 
transfer to the State the whole cost of compensating landowners 
for restrictions imposed by planning. This is welcome news; but 
the compensation bill, whoever pays it, will be a very heavy one 
indeed unless it is watered down by one of two undesirable expe- 
dients—by continued restrictions on local planning or by unfair 
treatment of landowners. It should, therefore, be realised that 
compensation, which ought to be paid instantaneously, will only 
be offset very gradually indeed—and perhaps never wholly—by 
whatever levy on increased land values is decided on. Compensa- 
tion and betterment, the two sides of the planning account, cannot 
be balanced actuarially; and for this reason it has recently been 
suggested that they should be separated and the collection of 
betterment treated as a development of general taxation policy. 

Settlement of the compensation issue will not remove other 
grave financial worries of the “ blitzed” towns. The grants made 
under the 1944 Planning Act for the redevelopment of “ blitzed ” 
areas are regarded as satisfactory by the Government but as com- 
pletely inadequate by the local authorities concerned. This, 
perhaps, is inevitable and the truth seems to lie midway between 
the two views. Apart from temporary remission of interest on 
loans, redevelopment schemes are expected by the Treasury to 
be self-liquidating. So they may be in the very long run—fifty 
years or more; but the immediate future is clouded by the high 
level of site values, the heavy cost of demolition and clearing, 
and the need of removing many undamaged and slum buildings 
(for which no grants are available) as an essential preliminary to 
radical reconstruction. The truth is that the Treasury still thinks 
in terms of patching up rather than of rebuilding the ruined shells 
of the “ blitzed” towns, whereas local opinion wants first to com- 
plete the Luftwaffe’s work by making a clean sweep of squalor 
and congestion. In these circumstances, Mr Silkin’s broad hint 
that “no Government could ignore the appeal of a ‘blitzed’ 
city for further help” should be interpreted as an invitation to 
leap first and look afterwards. 


* * * 


Regional Issues 


On the administrative side as well as the financial, the local 
authorities are ill-placed to make a success of physical reconstruc- 
tion. It is common knowledge that the large towns need to build a 
laige part—perhaps a majority—of their new houses outside 
their present boundaries ; and it is generally agreed that the job 
will inevitably be bungled unless rehousing, replanning and 
associated services for each area are mainly concentrated in the 
hands of a single authority. Yet local powers continue to be 
dispersed to a degree which suggests that “Divide and don’t 
rule” is the only acceptable policy. Hopes that the larger towns 
would be given responsibility for their own expansion into the 
surrounding countryside—and in some cases beyond it—have 
been dashed by the narrow instructions handed to the Boundary 
Commission ; and these towns will have to go on decanting their 
surplus population into a no-man’s land of numerous adjoining 
authorities, where arrangements for its reception, being every- 
body’s business, will be properly looked after by nobody. 

The Parliamentary Bills now being promoted by the County 
Councils of Lancashire and Cheshire may at least thrust the 
present chaotic impasse inte the open. These two counties are 
seeking the right to acquire land for the housing of overspill 
urban populations. Such an arrangement would be preferable 
to the present deadlock. It would enable one authority—the 
county councils—to build new towns and assume general respon- 
sibility for fresh urban growth ; but the county boroughs, very 
naturally, consider that they are the proper authonities for re- 
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housing their own surplus population, and the proposals will be 
strongly—and almost certainly successfully—opposed by Man- 
chester and other large towns. 

The truth is tha neither county nor county borough as at 
present constituted—neither Lancashire nor Manchester—is an 
appropriate authority for what is really a job of regional re- 
development. If the choice has to be made between them, it 
should probably go to the superior interest and experience of 
the county borough ; but a better solution would be to evolve 
regional units charged with the general guidance of physical 
development, whilst meanwhile delegating the actual building of 
new towns to special ad hoc authorities. The whole issue of 
regionalism, now being examined by a special Government com- 
mittee, cannot be shirked much longer. 


* * * 


Implications of the Persian Crisis 


The terms in which M. Hakimi surrendered office are so 
typical of the outlook of the average Persian statesman that they 
merit repetition. “My job is done,” he said, “I have placed 
our fate in Uno’s hand.” This piece of verbiage sufficed to 
cover his personal honour ; there was no conception that here was 
just the moment for some continuity—for sitting in the saddle 
and using the reins. Now as always, the Persian’s supine attitude 
is: “ What are you going to do about me? ” 


The likely sequel to his resignation is the appointment of 
Qavam es Saltaneh as premier and the consequent withdrawal, 
with mute Russian approval, of Persia’s case from the Security 
Council, and sooner or later the granting of the oil concessions 
that Russia wants in the north. 


Qavam has more red corpuscles and more panache than any 
of his immediate predecessors and will no doubt hope to walk 
some sort of a tight rope between the Russians with their military 
hold on the north and the British with their commercial hold on 
the south. He should be encouraged to do so, for though it 
can be argued that, when Russian oil concessions in the north 
come into operation, the military hold will be the more compelling, 
there is equal strength in the counter-argument that a forward 
British policy of assistance with social welfare and economic 
development in the south could, over the next ten years, win an 
equal influence at the other end of the rope. 


* * * 


Commissions for Java 


It has become increasingly clear since the Christmas Confer- 
ence between the Dutch and the British at Chequers that there 
exists sufficient common ground between Dr Van Mook and the 
Javanese Moderates to make discussions useful and possibly fruit- 
ful. Dr Van Moek, supported by the Dutch Government, is ready 
to go very far along the road to Dominion status for Java and Dr 
Sharir is not averse to the idea of a special Dutch-Javanese rela- 
tionship. The British Government has used all its influence to 
bring the two parties to the negotiating table and has now shown 
its overwhelming interest in an agreed settlement by sending one 
of its ablest diplomats, Sir Archibald Clark Kerr, British Ambas- 
sador to Moscow, to “ assist in every way possible the attainment 
of an amicable and satisfactory settlement.” 

Such a settlement depends, however, upon the moderates on 
both sides keeping their wild men in order. Unhappily the 
situation here is not so promising. During a debate last week 
in the Dutch Lower Chamber, the Conservative members were 
able to force through a resolution by 49 votes to 30 stating that 

This Chamber expresses the view that it has insufficient information 

to form an independent judgment on the policy of the Lieutenant 

Governor-General (Dr Van Mook) and invites the Government to 

arrange for a commission, consisting of members of both Chambers 

of the States General, to he sent to the Netherlands East Indies. 
This move has been interpreted in Batavia as a sign that Dr Van 
Mook’s policy does not carry the full backing of the Dutch 
Parliament and Dr Sharir has stated that if such a Commission 
is sent, discussions will be useless. 

But this is not the only proposal for 2 Commission. The Rus- 
sian desire to raise the issue of Java at the Security Council may 
lead to the despatch of a United Nations Commission of Inquiry 
—in which case all hope of immediate negotiations is probably 
atan end. The Javanese extremists are not likely to modify their 
position with the prospects of a world audience ahead and Dr 
Sharir may‘find himself isolated. Altogether the spate of commis- 
sions could hardly have been more unfortunately timed. 
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Soviet Electoral Propaganda 


The electoral campaign in Russia is in full swing. A fort- 
night from now new Soviets will be chosen. So far the campaign 
has been strikingly uneventful. Reports on it afford scarcely a 
glimpse into the state of mind of the Soviet electorate. This is 
not to say that no shifts or changes are visible in Russia’s political 
make-up. Perhaps the most important is the somewhat spectacular 
winding-up of the nationalist and traditionalist propaganda which 
reached its zenith in the critical periods of the Russo-German war. 
The voices which were until recently wont to glorify Russia’s pre- 
Revolutionary legends and heroes are stilled. The cult of Ivan 
the Terrible, Peter the Great, Kutuzov and Suvorov has come to 
a standstill. Instead, the cult of Lenin, and of the Party tradition 
which his name embodies, is being revived by concentrated effort 
on the part of all the instruments of State and Party. As is usual 
during such shifts in the “ general line,” the most respectable and 
authoritative periodicals are being induced to practise a certain 
amount of “ self-criticism” and to admit past errors. Thus, the 
Bolshevik, the mouthpiece of the Party’s supreme authority, has 
confessed its regrettable omission to propagate the Marxian- 
Leninist doctrine in recent years. It is now making up any lee- 
way it may have lost by constant reminders of the basic tenets of 
the Party creed. 

Towards the end of the war, the victory of Russian arms was 
being hailed as the triumph of traditional Russian martial and 
patriotic virtues. Now it is interpreted as the fruit of Russia’s 
socialism and of its loyalty to the principles of Lenin. The two 
interpretations are never juxtaposed or treated as mutually exclu- 
sive. But the shift of emphasis from the one to the other has 
been radical and systematic enough as to give it considerable 
significance. The nationalist slogans stood for the Army, or, to 
put it more precisely, for the new officers’ corps as the war has 
shaped it. In the war years the Party was almost completely 
over-shadowed by the new Marshals and Generals. Now, the 
Party is being re-accorded its old prominence and respect. 

It would be a mistake to expect any clashes or open conflicts 
between Army and Party within the next few years. Nevertheless, 
somewhere under the political surface a tug-of-war between the 
two is certainly going on; and for the moment the balance seems 
to be heavily weighted in favour of the Party. On the other hand, 
all the famous Marshals have now appeared on the lists of the 
candidates to the new Soviets. Men like Tolbukhin, Zhukov, 
Vassilevsky, Koniev, Rokossowsky, Timoshenko, Malinovsky, 
Govorov, and others will certainly make their influence felt within 
the new Supreme Soviet, even though, nominally, they may not be 
banded together into anything like a political faction. 


* x * 


Russian Cabinet Changes 


The dismissal of Mr Beria from the post of Commissar for 
Home Affairs has excited attention, but it is not easy to say pre- 
cisely how it fits in with the ro political pattern. Of recent 
years Mr Beria has been one of Marshal Stalin’s closest associates. 
He has been his biographer as well as the historian of the Bolshevik 
Party in Georgia from which the Generalissimo himself sprang. 
His promotion to the Soviet Home Office in 1938 marked the end 
of the terror that was connected with the Moscow trials. During 
the war he maintained a virtual political truce inside Russia. He 
stopped the heresy hunting which threatened to upset all the 
workings of the administration and released many political 
prisoners for responsible military and civilian work. But it does 
not follow that his departure necessarily entails am end to his 
relatively liberal policy. Though he has left office, he has not been 
dropped or displaced. He still heads the list of candidates at 
Tiflis, in Georgia, where he is being hailed as one of the chief 
architects of the Russian victory over the Wehrmacht in the 
Caucasus. His departure from the Commissariat of Home Affairs 
has been explained by his preoccupation “with other important 
work.” More may be heard of him in connection with diplomatic 
developments in the Caucasus. His constituency, Tiflis, lies 
right in the centre of the three republics of Georgia, Azerbaijan 
and Armenia—which aspire to some say in the Middle Eastern 
policy of the Soviet Union. 


os * * 


Family Census 


A letter on page 134 reflects a very general feeling of dis- 
appointment among those who take the population inquiry 
seriously. Having been led to believe they had a valuable function 
to perform in supplying i ion, and finding themselves the 
envy of the 90 per cent of married women omitted from the census, 
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the lucky 10 per cent—or at least many of them—think they are 
not being asked to say enough. 

The Royal Commission have clearly had a difficult choice to 
make between four types of census: (i) a 100 per cent census 
covering all the 16 million married women; (ii) a large sample 
census, on the lines of the present one, which covers 1,600,000 
women ; (iii) a small sample covering a much wider range of 
questions ; and finally (iv), a combination of (ii) and (iii). 

The first alternative was ruled out because of the vast amount 
of work which would have been involved in distributing and 
colleeting the forms. To provide sufficient enumerators for even 
the 1,600,000 women has been a severe headache. The choice 
between the second and third type of census is much more diffi- 
cult. On the form issued no details are asked about the number 
of rooms or type of dwelling, about the wife’s work (if any), nor 
are there any questions of opinion, such as whether the husband 
and wife want more children, nor any reasons for their choice. 
The form is limited to the very restricted range of questions on 
the date of marriage, age of wife, number and age of children, and 
the husband’s occupation, and at once begs the question why more 
questions, at least of a factual nature, were not demanded. 


It is perfectly true that the more questions asked the more 
difficult it is to obtain complete returns. If 1,600,000 questionnaires 
are required to give answers of sufficient statistical accuracy when 
broken up into the many age, occupation and geographical groups, 
it is not possible to include among these questions matters of 
opinion, which may give rise to refusals and need a trained 
investigator to elicit accurate replies. Nevertheless it is diffi- 
cult to resist a feeling that even the present form might have 
been bolder and included more factual questions, which would 
have provided valuable information. At the same time a small 
sample census, of the kind carried out by the Social Survey, 
could have been synchronised with the larger census, to include 
a wider range of questions of both fact and opinion. Perhaps it 
is not too late to do something on these lines. There would be no 


better way of setting people to thinking deeply about this vital 
question. 


x * * 


The State and Friendly Societies 


The National Insurance Bill is likely to meet with fierce 
opposition from the Friendly Societies, who claim that the Govern- 
ment’s decision not to use them as agents in the administration 
of social insurance represents a major breach of faith. Viewed 
literally, the societies certainly have a case. According to instruc- 
tions circulated to candidates during the election, the Labour 
Party declared that, while it was in favour of abolishing the 
Approved Society system, “bona-fide Friendly Societies and Trade 
Unions . . . should be free to come in if they so wish.” Mr 
Griffiths has replied that all the Government promised was to 
“look further at the possibility ” of using the Societies in the 
scheme. It was surely unwise of the Labour Party to commit 
itself so definitely on this issue, but, at the same time, the practical 
arguments against retaining the Friendly Societies in the admini- 
Stration are very strong, and it is difficult to see how Mr 
Griffiths could bave come to any other decision. 


The Friendly Societies have themselves suggested as a com- 
promise solution that they should set up local or area offices 
throughout the country, to undertake the administration of both 
compulsory and voluntary insurance for their eight million mem- 
bers, and so ensure an effective system of visiting and preserve 
the human element in insurance. It is perfectly true that the 
Friendly Societies differ in character from the large Approved 
Societies, whose main business is industrial assurance, and that 
they have, as the Beveridge Report pointed out, long had 
principles of “ disinterested service.” But while the desirability, in 
theory, of utilising their services can be admitted, the societies’ 
scheme is not really practicable from the administrative point 
of view. It would create an impossible position if about one 
quarter of the insured population were to come under a separate 
security administration, and the consequent duplication of re- 
sponsibility would defeat the whole purpose of a unified national 
scheme. Presumably there will be adequate provision for sick 
visiting in the state scheme, and if a considerable proportion of 
the displaced staffs are taken over by the Ministry, the personal 
element could be maintained. It is natural that the Friendly 
Societies should cling to life, but under a unified and compre- 
hensive system of insurance, covering all the population and all 
contingencies, the necessity for voluntary insurance to supplement 
ibe inadequate benefits and deficiencies of the past, would largely 

isappear. 
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Wireless Licences 


The increase in the charge for wireless receiving licences 
might well have been expected, for there is no reason why, at 
a time of higher costs and incomes all round, the cost of wire- 
less programmes should be subsidised. Indeed, over a year ago 
The Economist advocated a higher duty and even suggested one 
of 30s. per annum, although it was recognised that this might be 
politically difficult. 

But although people may not object to the proposed doubling 
of the duty, they will certainly have a right to demand that they 
should get value for their money. The announcement was made 
in the briefest possible way, in a written parliamentary answer, 
and it is still not known exactly what the new licence duty will 
have to cover. From Mr Williams’s answer, it appears that it will 
not be expected to finance any of the cost of the BBC’s overseas 
services, which is as it should be, but it does seem that part of it 
will be used for television, even though an extra £1 a year will 
have to be paid by those with television sets. Since April, 1942, 
receipts from wireless licences have been removed from the self- 
balancing revenue and included in the total ordinary revenue, 
while the cost of broadcasting has been met from votes of credit. 
It is time that strict accounting principles were applied to the 
broadcast programmes so that it is known exactly how the proceeds 
of the licence duties are used and whether any part is being 
raided for purposes that ought to be met from general taxation. 

It is also a grim thought that the present duty must be doubled 
in order to pay for the cost of the existing services. If they cost 
nearly £10,000,000, what would be the cost of the better and more 
varied programmes which many people still eagerly hope for? 


* x * 


The Viceroy and the States 


The recent exchange of formal speeches between Lord 
Wavell and the spokesmen of the Chamber of Princes has pro- 
duced a good deal more in the way of tangible results than these 
annual meetings usually do. In the normal way, the Chamber 
of Princes meets only to exchange compliments and somewhat 
stylised opinions under the presidential eye of the Viceroy. It 
issues general directions to its executive organs, the elected 
Standing Committee and the Standing Committee of Ministers 
of the States, and leaves it at that. Last year the apprehension 
of the Princes for the security of their treaty-guaranteed sove- 
reignty in a changing India gave rise to a show of intransigence 
and the resignation of the Standing Committee, which automatic- 
ally prevented the usual meeting from being held. This year, the 
progress of behind-the-scenes discussions has made it possible for 
the basic issues between the States and the retreating British Raj 
to be fairly clearly stated and even for partial solutions to be 
announced on some of the major problems. 


Briefly, four major results have emerged. The Viceroy has 
made a reassuring declaration to the effect that the constitutional 
status of the Indian principalities will not be altered without their 
consent, provided that consent is not unreasonably withheld. 
This appears to be the most important result, but of course it is 
entirely inconclusive, since it has at once become evident that 
both sides will reserve the right to decide what is “unreasonable.” 
Secondly, the Princes have declared their intention to carry out 
a number of immediate reforms in delegating sovereignty to 
elected institutions and in extending the legal rights and liberties 
of their subjects. Thirdly, the States have gone some way to 
meet complaints from the Government by agreeing to raise their 
taxation levels to those of British India within ten years. This 
will mean a fairer distribution of the economic burdens of 
administration and a partial end to the artificial attraction of in- 
dustry to low-tax areas. In return, the Government have pro- 
mised that economic policy—the allocating of imported 
machinery, for instance—will not discriminate against the States, 
who will from now on be more closely associated in the various 
policy-making boards and authorities. This will do much to 
satisfy a sore grievance. 

Tt is, of course, significant that so much of the results achieved 
concern economic matters. As long as the Government is obliged 
to carry on with fostering an economic revolution in India 
while the corresponding constitutional revolution hangs fire, it 
follows that it is obliged to act in the dark and with insufficient 
powers. Inevitably, its economic relations with the Indian States 
—as with its own subjects—outpace the political machinery of 
a former age. But while these problems of economic relations, 
with goodwill, can usually be solved on a hand-to-mouth ad hoc 
basis, it is less easy to find answers to political problems. 
Clearly, two of the most important questions, that of a transfer 
of power from the British and the more immediate but intimately 
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related issue of whether or not the Government should submit 
to arbitration its disputes with the States on economic, fiscal and 
financial matters and on the interpretation of treaties, have still 
been left unresolved. . 


* * * 


Malaya and Singapore 


The White Paper issued this week (Cmd 6724) on the future 
constitution of Malaya amplifies the statement made by Mr 
George Hall, the Colonial Secretary, in the House of Commons 
last October. The pre-war system of government, divided and 
separated as it was, had become too cumbersome for efficient 
administration even if there had been any widespread desire to 
return to it. As it is, the Chinese would have resented such a 
return ; the majority of the Malays are probably too apathetic to 
care very much one way or the other ; and the Malayan Rulers, 
who might have been expected to resent any change that deprived 
them of their pre-war status, however formal and illusory it 
might have been, seem to have accepted the new proposals with 
good grace. 

Singapore, together with the Cocos-Keeling Islands and 
Christmas Island, will be constituted as a separate colony 
with its own Governor and Executive and Legislative Council, 
because of its special economic—and presumably military—posi- 
tion. But all the Malay States, and Penang and Malacca, are to be 
administered as a Malayan Union, also with a Governor and an 
Executive and Legislative Council. Powers of administration 
and subsidiary legislation will, it is proposed, be delegated to local 
councils to be set up in each State and Settlement. The tradi- 
tional leadership of the Rulers will be preserved by a system of 
Malay Advisory Councils in cach State, over which the Ruler 
will preside and whose members he will appoint, subject to the 
Governor’s approval. These advisory councils will be mainly 
concerned with matters affecting the Mohammedan religion, con- 
cerning which the Rulers, with their help, will have certain 
legislative powers. But this legislation will require the Governor’s 
assent, and in this he will be advised by a Central Advisory 
Council of Malay Rulers, which may discuss other subjects as well. 

A considerable measure of administrative unity should be 
achieved by the new constitution. How far will it also promote 
political independence? No details are given in the White Paper 
about the composition of the councils or to what extent and by 
whom they will be elected. Citizenship of the Malayan Union 
will be granted to natives of the territory of the Union or of 
Singapore and to those who at the date of the Order-in-Council 
have been ordinarily resident in those territories for ten years out 
of the preceding fifteen. It will also be possible in future for 
persons to acquire the citizenship after five years’ ordinary 
residence. Only persons with Malayan Union citizenship will 
as a rule be admitted to public office or membership of the 
Councils. Thus the great majority of the Malays will be eligible 
for election and an increasing number, but nothing like all, of 
the Chinese. , 

A sort of postscript to the White Paper suggests the appoint- 
ment of a Governor-General for the whole Malayan area, Labuar 
and Brunei, and possibly Sarawak and British North Borneo a: 
well. His powers would be co-ordinating and directing rather 
than administrative. Such an appointment would be in accord- 
ance with the present trend towards unifying scattered parts of 
the colonial empire, but it is impossible to say whether it would 
serve any useful purpose until more details are given. 


* * * 


Protests from the Levant 


In firm but moderate words the Syrian and Lebanese aele- 
gates to Uno have this week condemned the Anglo-French 
agreement of December 12th on the withdrawal of troops from 
their States. They condemn the two Powers first for entering, 
into an agreement regarding their territory*without consulting 
them and secondly for quoting the “inerests of international 
security ” as an excuse for planning to remain sine die. Great 
Britain is arraigned and the British citizen ought to know what 
for. ‘ 

The agreement in question provided for Anglo-French examina- 
tion of the conditions for “methodical regrouping and with- 
drawal of troops” in view of the fact that Syrian and Lebanese 
independence had been “consecrated” by their admission to 
Uno. But it also contained a clause, highly suspect in Syrian 
eyes, to the effect that either power would do “ nothing to 
supplant the interests and responsibilities” of the other in the 
territory. This is locally viewed, and with some justice, as 
betokening French intentions not to make that complete break 
with the past which both Syrians and Lebanese desire. 
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Meantime, within the territories, Anglo-French military talks 
are in progress and regroupings have taken place, but amount to 
little more than a concentration of the French forces in the 
Lebanon. It is only too patent that the French authorities hope 
to retain some part ef their old privileges and are banking on 
Christian alarm, on tribal unrest in the Syrian desert, and on 
quarrels, easily fosterable, between Damascus and the Druses, 
Alawites and other provincials, to enable them to stay. This 
outlook, which has lost the French men-on-the-spot the respect 
even of the Francophile section of the Lebanese, is aggravated by 
their die-hard conservatism and by the pin-pricks they see no 
unwisdom in administering. For instance, it was surely unneces- 
sary to permit General Oliva Roget (the “ bomber of Damascus”) 
to revisit the states on a private visit to fetch his luggage. All 
told, every opportunity is being offered to the Russians, who have 
many ties with the Orthodox Christians, to supplant France in all 
Christian hearts. Some of the gaffes that have led to this situation 
are directly attributable to General de Gaulle. It is to be hoped 
that his successors will mend them. 


The British are, as always in Syria, torn between the conflicting 
intentions of Arabs and Frenchmen. But having promised the 
Syrians that their troops will not leave before the French, they 
are tied to the coat tails of the last Frenchman. At any moment, 
therefore, French intransigeance or some Syrian’s hotheadedness 
may involve Britain in an armed clash that will be difficult to 
explain to Uno. The outlook is unhappy and unpromising. 


* x * 
Broader Governments in the Balkans 


The Moscow decisions on Rumania and Bulgaria provided 
for the broadening of the governments of the two countries. 
So far, the job has been achieved only in Rumania, where the 
Three Power Commission has succeeded in persuading the 
Groza Government to open its doors to two representatives of 
the “historic parties ”"—that is, of the Peasants and the Liberals. 
It is doubtful whether the reshuffle has entailed any genuine 
“broadening,” since no recognised leader of the historic parties 
has stepped into office. On the other hand, MM. Maniu and 
Bratianu have committed themselves so irrevocably to opposition 
to the present regime and to Russia’s influence in Rumania that 
their inclusion in the Government was out of the question right 
from the start. In Bulgaria the Moscow decisions have not led 
even to a token change in the situation, despite M. Vyshinsky’s 
prolonged stay in the Bulgarian capital. The leaders of the Oppo- 
sition, MM, Petkov and Lulchev, have made their agreement 
with the Fatherland Front conditional upon the Government’s 
consent to hold new elections and in the meantime to scrap the 
present National Assembly. These conditions have been rejected 
by the Fatherland Front on the ground that it was decided at 
Moscow to broaden the Government but not to dismantle the 
present arrangements. M. Vyshinsky accordingly contented him- 
self with placing the blame fog the deadlock on the leaders of 
the Opposition; the Fatherland Front is now reasserting its 
claim to speak on behalf of the majority of the Bulgarian people. 
The Administration of Dr Groza will now presumably be recog- 
nised by the United States and Great Britain while the recogm- 
tion of the Bulgarian Government will remain an open question. 


* * * 


New President for Brazil 


General Dutra has been elected President of Brazil, securing 
a majority of a million votes over the runner-up, Brigadier Gomes. 
The General is said to owe his comfortable majority to mass 
support in the three most highly developed provinces, Minas 
Geraes, Rio Grande do Sul and Sao Paulo, Dr Vargas had pre- 
viously built up a strong political machine in these districts (which 
contain about §0 per cent of the population) and he threw all the 
weight of his political influence and the votes of his own Labour 
Party (the Queremistas) behind General Dutra’s candidature. Dr 
Vargas himself has been elected a Senator and will, therefore, be 


physically as well as spiritually present in Brazil’s Constituent 


Assembly. Some observers are inclined to shrug off the elections 
as an affair of plus ¢a change. ‘This attitude seems, however, 
exaggerated. General Dutra may have had the majority as Presi- 
dential candidate, but in the new Assembly his party—the Social 
Democrats—has no clear lead. The Social Democrats polled 
roughly 40 per cent of the votes, the National Democratic Union 
(the Gomes party) 33 per cent, the Labour Party 10 per cent and 
the Communists 7. The coalition between the Social Democrats 
and the Labour Party will give Dutra and Vargas only a narrow 
majority and it looks as though the Constitution will be hammered 
out in an atmosphere of real discussion. 
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The issue of State rights is likely to become a centre ef contro- 
versy. If Brazil is to achieve—as its leaders hope—an expanding 
economy, based on the fullest possible utilisation of the human and 
material resources of the country, central machinery fo; 
such planning will be needed and with it there must be a very 
great strengthening of Federal authority. | Centralisation was, 
however, one of the features of Vargas’s Estado Novo to be most 
fervently attacked and the political alignment on the issue of cen- 
tralism versus federalism is by no means clear. Brazil has achieved 
one very difficult manoeuvre—to modify a single party system 
without bloodshed. The country faces an equally difficult 
manoeuvre—to modernise and develop without arousing the 
opposition and obstruction of the strong centrifugal tendencies of 
the States. 


w & & 


Reinstatement Problems 


It is rather remarkable that, so far, few difficulties should 
have arisen in connection with the reinstatement of service men 
and women. From the coming into force of the Reinstatement 
in Civil Employment Act in August, 1944, until the end of 
December, 1945 (the latest date for which the Ministry has 
issued figures), only 505 cases had been taken before reinstate- 
ment committees, and more than half of these were decided in 
favour of reinstating the applicant. The comparatively smooth 
working of the Act may in part be due to good co-operation by 
employers, or it may simply be that not enough servicemen have 
so far returned to make difficulties in the exercise of their rein- 
statement rights. With the accelerated rate of release and an 
increase in the numbers seeking reinstatement after their period 
of leave, the administration of the Act, which is strewn with com- 
plications, may present difficulties. Already the problems of re- 
instatement are worrying the newspaper industry, where the 
scale of operations will be a long way below normal for some 
time to come, and where a literal interpretation of the Act might 
involve wholesale disgnissals of employees of long standing. 

A particularly awkward position has arisen at Rootes 
Securities Limited, which has said that, although it has legal 
obligations to opme 5,000 former employees, it cannot offer them 
reinstatement. ‘During the war the firm employed, as a holding 
and not a manufacturing company, some 3000 workers on 
aircraft production in its shadow factories. Most of these have 
now been closed down and their workers rendered redundant. 
The firm states that it now has room for only about 30 people. 

This case illustrates the difficulty of placing a too literal interpre- 
tation on the Reinstatement Act. The Act was designed to afford 
protection for employees who had been called up, so that they 
should not be victimised by losing their jobs as a result of their 
war service, The Act, however, does recognise that “ reinstatement 
depends upon it being reasonable and practicable for the employer 
to reinstate or to continue to employ the person.” Clearly in 
the Rootes case, this is neither reasonable nor practicable. The 
question whether the shadow factories could be turned to other 
forms of production and the former employees taken on is perhaps 
irrelevant in this context. Men who cannot be reinstated in their 
old occupations form a special category for whom the authorities 
will have to provide suitable work as soon as possible. 


* * * 


Shorter Notes 


Mr Isaacs’s statement in the House on Tuesday shows that the 
Government’s demobilisation target of one and a-half million 
releases by the end of 1945 has been reached and in fact slightly 
exceeded. The total number of men and women released from 
the three Services between June 18th and December 31st was 
1,511,800, of whom 382,258 were released in December alone. 
The proportion of 10 per cent under Class B was not achieved— 
the total number of these out of turn releases being 94,500. Mr 
Isaacs did not venture to give any further details of release, and 
it is still not known for certain how long the present rate of re- 
lease of 100,000 a week is to be maintained, or what will happen 
when the target given last October for the reduction in the size 
of the armed forces has been achieved. It is high time the Govern- 
ment was pressed to say what figure it has decided upon for the 
permanent peace-time size of the Services, and how soon it is 
proposed to reach it. 

* 


In reply to a Parliamentary question on January 22nd Mr 
Shinwell said that the average annual output of saleable coal per 
wage-earner employed was 290 tons in 1938, 295 tons in 1941, 259 
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tons in 1944, and 245 tons in 1945. This heavy decline is a very 
serious matter, especially as during almost half of 1945 a Labour 
Government, pledged to nationalising the coal industry was in 
power. It is clear that unless absenteeism decreases, pit efficiency 
increases and consumers continue to economise conscientiously 
the coal situation will be very serious indeed, 


* 


The Emergency Laws (Transitional Provisions) Bill, which 
was passed by the Commons on Wednesday, continues for a 
further two years a large number of wartime Defence Regula- 
tions. These include powers of compulsory billeting (now subject 
to a week’s notice), the right to search premises and dwelling 
houses (now subject to some minor qualifications), and powers to 
requisition land for military purposes. At the last moment, by 
means of a contested Government amendment, powers were 
tacked on to the Bill which enable the Board of Trade to arrange 
for the levying and spending of funds for research within appro- 


priate industries, 
x 


The Registrar-General’s return for the third quarter of 1945 
shows another fall in the birth-rate to 15.6 per 1,000 of the 
population, compared with 16.5 in the second quarter and 17.2 
in the third quarter of 1944. It was the lowest rate for the third 
quarter since 1941, when it was 14.0. The infant mortality rate 
showed another welcome drop, and at 38 per 1,000 related live 
births was the lowest recorded in any quarter and 5 below the 
average of the ten preceding third quarters. 


* 


The welcome decision that a further 8,000 agricultural workers 
—making 18,000 in all—are to be demobilised under Class B 
arrangements will be largely offset by the Government’s intention 
to call-up a further 5,000 agricultural workers, who will be 
selected with the help of the county agricultural committees. Little 
relief will be brought to the shortage of labour on the land, which 
is being increased by the departure of Italian prisoners, who can 
in fairness be detained no longer. y 


! 


* 


A new Education Bill was published last week consisting 
mainly of tidying-up clauses to expand or clarify the 1944 Edu- 
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cation Act. One feature of it is the formal removal of the 
ban on teachers serving On local education committees This is 
to be welcomed, since it will allow the voices of those who have 
the most intimate knowledge of the local education system to be 
heard on an equal footing with those of other members of educa- 
tion committees. 

* 


Lord Addison emphasised in the Lords on Wednesday that 
the Government’s protection of agriculture would be in no way 
abated as a consequence of the American loan and commercial 
proposals. If, however, the protection is to be as extensive as 
Mr Attlee, on a recent occasion, implied, then the Government 
would seem to be resigned to the permanent continuation of 
strict import control. 

x 


The Ministry of Education has given a helpful stimulus to the 
teaching of Russian in schools and technical colleges by blessing 
and circulating to local authorities the report of a committee set 
up under the egis of the Foreign Office to further the study of 
the Russian language, arts, science and history. Every effort to 
increase understanding between the two countries, of which the 
study of language is the most fundamental, is valuable. The 
demand, which is still very small numerically, is, however, grow- 
ing rapidly. 


* 


In a Note last week it was incorrectly stated that Britain had 
concluded air transport agreements with the Dominions, Greece 
and Egypt. Agreements have actually been signed with the 
Dominions, Greece and Portugal. 


* 


Mr Williams’s attempt last week to clarify the implications of 
the Government’s agricultural policy did not get further than one 
or two loose generalisations. He has indicated that farmers will 
be expected eventually to replace part of their crop production by 
livestock production, but has added that the great shortage of 
feeding-stuffs, which will probably continue to be rationed for a 
year Or more, necessitates that the transition should be gradual. 
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Letters to 


Family Census 


Sirn,—My wife received to-day the questionnaire which is being 
sent out by the Royal Commission on Population to one in every 
ten married women in the country. It is disturbing to nouce 
that this questionnaire leaves unasked three questions which every- 
one studying this problem would like answered. They are :— 


(1) Income (as well as occupation) of husband. 
(2) Number of rooms in present dwelling. 


(3) How many children would the couple like? If this is not 
the number in the present family, what are the factors preventing 
its realisation? 


A reply to the last question, as it is to any question, would 
be optional. But the subjective factors governing the size of 
families are at least equally important, and far more obscure than, 
the material factors. The form circulated does not even imvite 
comments. 


Is it too late to suggest that the enumerators who are to call 
and collect these forms should endeavour to fill these omissions? — 
Yours faithfully, 


GRATTAN FREYER. 
100, Warwick Gardens, London, W. 14. 


A Modern Income Tax 


Sir,—It is difficult not to be convinced by the criticism which 
you have advanced against the PAYE system in your articles on 
Income Tax, and # is impossible not to feel that those criticisms 
are based upon sound administrative principles. But have you 
carried your own functional principles far enough? Before the 
war we had, in effect, a two-decker tax on incomes—one layer, 
income tax, being adjusted to meet the case of the middle incomes, 
which required separate assessment but could (to a considerable 
extent) be mulcted summarily by the standard rate; the other, 
sur-tax, 10 mect the case of those incomes which were darge 
enough to warrant the slow and expensive method of collection 
after detailed assessment was completed. During the war this 
system (which “seems to us to have been an intelligent system) 
broke down by the extension of income tax to the weekly wage- 
earner; it has been succeeded by PAYE, which straddles the 
weekly wage-earmer and the middie imocomes, and (as you so 
rightly poimt out) fits neither. You propose to make a cut be- 
tween the weekly wage-carner and the middie incomes ; we agree 
that a cut of this kind is a necessity. But why, as a consequence 
of your reform, should we have to abandon the useful cut between 
the middle and the large incomes, which caused a large amount 
of revenue to come in earlier than it would do under your plan, 
which diminished evasion and made for economy in administra- 
tion? Surely the truth is that we need both cuts, yours and that 
which we had before. 


May we therefore suggest that the system to: which your argu- 
ment leads is that of a three-<decker, not a two-decker, tax on 
persona! incomes? Tax Ne. 1 would be levied, according to your 
plan, at a flat rate on all personal incomes whatsoever ; it meed 
have no exemption limit, though the allowances could be avail- 
able against it, provided they were kept very simple—and the 
separation of the taxes should make it possible to simplify them 
drastically. “Thus this tax could be collected, as you propose, on 
the PAYE system, with a mmimum of codes and tables. One 
might, however, look forward to a further stage at which it could 
be amalgamated with the social imsurance system, without any 
greater hardship than is implied in present arrangements and 
with enormous administrative economy. 


Tax No. 2 would be modelled on the old (pre-1939) inoome 
tax ; it would be necessary that it should have an exemption limit 
high enough to clear the weekly wage-earner, at least as far as 
he was cleared in 1939. The assessment of this second tax would 
provide a means of in the first, with scarcely 
more administrative work than was involved in the old ineome 
tax. Tax No. 3 would be the old sur-tax, reserved, as before, for 
the high incomes. Its exemption limit could be at least as high 
as it is at present ; indeed, in view of the changing value of maney, 
there would be a case for wean it higher. This triple arrange- 
ment may sound complicated, but we believe that tt would be 


te 
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the Editor 


administratively simpler than that which you propose ; economi- 
cally it would give the maximum of flexibility. —Yours faithfully, 


J. R. Hicks 
Ursuia K. Hicks 
Fairfield, Prestbury, Cheshire 


Exports and the Mails 


Sir,—Quoting your interesting leading article in the issue of 
December 22nd, “ The Consequences ” : 
“The economic consequences depend entirely wpon whether 
or not British exports can be expanded by the requisite amount 


—to 175 per cent of the 1938 volume—by the time the line of 
of credit in America is exhausted, 


I beg to say that in my humble opinion the present—to put it 
biuntly—bad owgoing mail service from Britain will be a very 
serious handicap to amy increase of British world trade. 

The issue of The Economist dated December 22nd has been en 
route from the 21st of December to the 12th of January. The 
other day I received an air mail leer from Britain which, according 
to the post marks, had been eight days en route. This morning 
a Copenhagen daily contains an article on the many unreleased 
British goods in the Copenhagen custom house, and one of the 
reasons for delay is, according to the customs authorities, that 
invoice and other documents have not arrived from Britain owing 
wo the poor British mail service. 


The whole question was dealt with by the Danish Director of 
Mails some time ago and he pointed out that while the Danish 
mail service is being carried on regularly and speedily the same 
cannot be said of the mail from Britain to this country. The air 
mail is not despatched regularly; but as and when an R.A.F. plane 
happens to leave for some Danish air port. For the overland mail 
no use is made of the regular steamer service, Harw'ch—Esbjerg 
or other steamer routes. The overland mail is sent to Calais 
where itcan be picked up as and when a convoy of Damish retief 
lorries happen to return from a relief expedition to France or other 
country.—Yours faithfully, J. A. Hertz 


Copenhagen 


[Epitor.—The above letter took 6 days to reach The Economist's 
offices. ] 


Peacetime Food Policy 


SirR,—In the article in your issue of January 12, 1946, is the 
statement that “ The actual effect of Government intervention . 
has in many cases been to consolidate and enlarge the dis- 
tributors’ margin rather than to pare it down.” If you prepared 
a list of the items on which the food distributors’ margin has 
been enlarged I think you would find it very small, if, in fact, it 
existed at all. 

When the increased costs which food distributors, particularly 
retailers, have had to face are considered, some increase in 
margins would surely not have been unreasonable. These ir- 
creased costs are due primarily \®:— 


(a) Four wage increases since July, 1941, amounting to approx’- 
mately 21 per Cent on the 1941 rates. 

(b) The enormous increase in the number of the “ penny 
packets” in which all rationed items have now to be sold. And 
it COsts as much to weigh and wrap a } Ib. of sugar as 2 Ibs., ye! 
the margin of profit on each sale is smaller; and (c) the extra 
amount of work foisted on the distributor by the Ministry of 
Food in order to implement their rationing policy. A retailer! 
with 1,000 registrations has to spend on an average 80 hours @ 
month filling in forms and counting coupons, for which he re- 
ceives nothing at all but permission to continne trading. 

As you say, the Ministry of Food has been a success during the 
war, but it has achieved this success by putting an enormous 
amount of extra work upon the food distributors, in compensa- 
tion for which I think you will find it hard to name many items 
on which his margins have been nearly proportionately, if at all. 
increased.—Yours faithfully, Harry CHRIMES 


“Windrush,” Bidston, Cheshire 
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AMERICAN SURVEY 





Post-War Kaiser 


(From a Correspondent in Oregon) 


5 TAR trom nothing, not even a patch of ground, in Febru- 
ary, 1941, Henry Kaiser in less than five years constructed 
three shipyards in the region of Portland, Oregon. Together, they 
have turned out 752 freighters, transports, escort carriers, tankers, 
and tank landing craft; 3,000 pomtoons; two dry-docks; and have 
repaired scores of ships damaged by war and weather. These 
yards have now completed their war qontracts, but they are still 
operating. Employment has declined from last January’s peak of 
about 97,000 workers to approximately 41,000. Swan Island and 
Oregonship are doimg repair work. Kaiser mow has a contract w 
build three cargo-passenger vessels of 10,800 rons displacement 
for the Aluminum Company of America. There is talk that he 
will bid for the considerable job of disarming the country’s armed 
cargo vessels and transports whose number is estimated at 10,000. 
Just what further he has in maind for his yards is not revealed, but 
he has expressed a desire to retain the lease on the Swan Island site 
for at least the remaining seven years it has to run. His sen and 
general manager, Edgar Kaiser, has declared that his firm will 
remain in the shipyard business in Portland. 

At the present time, Kaiser also has his finger in cement manu- 
tacture, automobiles, steel, magnesium, aircraft, and home buiid- 
ing. "Fhese fields are all mew to him. His critics like to point 
out that he has never been required to “sell” his product. Ail 


his achievements, road-building, dam-building, ship-building, have , 


been contract work, paid for out of public money. Wait, they have 
said of his war record, until Kaiser tries his hand as a com- 
petitor in private enterprise, where he has to fight for a market. 
Fellow-industrialists are particularly interested in the new auto- 
mobile venture. This, they say, will be the real test of his genius. 

The interest of the whole country is centred on his deal for 
Willow Run, his combinatien with Joseph W. Frazer, 2 man who 
knows the ropes of the motor-car industry, the pictures of forth- 
coming models now featured in display advertising, and his recent 
labour contract raising wages to 25-35 per cent above the rest of 
the industry. But in the Far West Kaiser is being watched even 
more closely. His efforts to establish a steel industry west of the 
Rocky Mountains—he already has a contract to supply France with 
some steel—and his plans to mass produce houses cannot help 
but have a tremendous local effect. 


_Kaiser’s shipbuilding records for speed and volume of produc- 
uon were based on four innovations. Welding, which is faster 
than riveting, was used whenever possible. Assembly line produc- 
tion, which required broad interchangeability of parts, reduced 
the time necessary to make things fit, and made it possible for 


each worker, being required to learn only ome thing, to learn 
quickly to do-it well. Prefabricatiom took 80 per cent of the work 
away from the ways and so increased the number of workers on 
the hull. Lastly, the idea of having workers always ready to do 
the next job msicad of letting the work wait for the men kept 
everything moving at top speed. 

These were the technical foundations, but Kaiser also has a 
labour policy. The shipyards in Portland were as free from labour 
troubles as any large organisation in America has ever been, and 
a premium was put om the ingenuity and inventiveness of his work- 
mem Literally thousands of short cuts, jigs, tools and gadgets 
were thought up or designed by people who had no previous 
tramming. Om the basis of this experience, there are those who 
predict that Kaiser wil startle the industrial world less as an 
auto magnate than as a mass-producer of houses. 


Unless something new, like a satisfactory prefabricated house, 
is developed, America is likely to be short of homes for many 
years. The lower income classes, whose need for homes is most 
acute, cannot afford houses of the size and quality they would 
like as long as these houses are constructed by hand and on the 
spot. Real estate men say the solution is for the upper and 
upper-middle classes to build the new homes and the middle and 
lower middle to move imto the alder homes left empty by the weil- 
to-do. Economic pressure tends in that direction, but the lower 
income groups resist it as much as they can. Prefabrication, by 
reducing primary costs and speeding up output, would greatly 
imcrease their powers of resistamce. But here again real estate 
men declare that Americans want individuality in their homes. 

One report of Kaiser’s plans is that he will solve the dilemma 
by fabricating reoms instead of complete houses. For instance. 
three different model bathrooms, four kitchens, three iving rooms, 
and two bedrooms, could be made, all interchangeable. New 
materials, metals, plastics, glass, will solve the problems of joining. 
Tt sounds difficult, but it sounded difficult when Kaiser announced 
he was going to prefabricate the deckhouse of a ship, containing 
47 rooms, with all fixtures in, and set it down on the deck. Yet 
that became a routine job. 


Prophets in numbers foresee the myth of Henry Kaiser vanish- 
ing in the heat of industrial competition. But his executives are 
serenely confident. Nor are they alone. Early this month, Kaiser 
Frazer stock—with the actual production of cars still 4 months off 
—jumped from $15 to $24.50 on nothing more substantial than 
faith and the announcement that the company was seeking further 
funds. The bubble, if it is a bubble, shows no signs of bursting. 


The State of the Union 


‘OR three and one-half hours the 81-year-old voice of the chief 
Congressional clerk droned on, without punctuation, reading 
the President’s message. At times the lobbies were more popu- 
lated than the Senate. While: some of the nation’s legislators 
caught up on their sleep, at least 17 Senators were busily engaged 
most of the time—holding meetings to plan their tactics when 
the interrupted filibuster against a permanent Fair Employment 
Practices Act could be resumed. 

It was the longest message ever addressed to Congress, for -t 
combined with the traditional report on the state of the union, 
the fifth quarterly report of the Director of War Mobilisation 
and Reconyersion and also the annual Budget Message. 

Since its great economic power makes the United States the 
chief hinge on which the economic well-being of the world mus: 
Swing, it was fitting that the President should devote at least the 
first 5,000 words of his message to his country’s relations with th- 
rest of the world. But because in the end the responsibilities 
implicit in America’s power can only be fulfilled if the domestic 
house is in order, the message concentrated on domestic problems, 
though it did so without any change in policies or attitude. Ir 
would probably be sanguine to expect the effect on Congress to be 
‘in any way sensational. 


Space does not permit a detailed review either of the President’s 
dscussion of the state of the union in relation to the outside 
world, which was largely a reiteration of previous foreign policy 
statements, or of the list of almost half a hundred proposals and 
recommendations which were set out conscientiously, if without 
inspiration, to solve domestic problems and conflicts. It was 
in the section mnecuously headed “ General Policy—Immediate 
and Long Range,” thar the real fireworks were concealed. Here, 
sandwiched between a proposal that new peacetime industry be 
installed in the westera and southern states, and a declaration that 
“Government ... must assume the ultimate responsibility for 
the economic health of the nation,” the President quietly placed 
the matter of wages and prices and strikes. Even the most de- 
liberately disinterested or obstructive member of Congress must 
have pricked up his ears. If labour is to “ work wholeheartedly 
for an increase in production,” which “ must be half again as high 
as anything we have ever accomplished im peacetime,” then, the 
President insisted, “workers must be given a just share of in- 
creased output in higher wages.” ‘The Administration’s policy, 
which is subject to dispute, but certainly not to misunderstanding 
or misinterpretation, is that: 

Most industries and most companies have adequate leeway within 
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which to grant substantial wage increases (which will) have a direct 
effect in increasing consumer demand... Substantial wage in- 
creases are good for business because they assure a large market 
for their products; . . . for labour because they increase labour’s 
standard of living; . . . for the country as a whole because capacity 
production means an active, healthy, friendly citizenry enjoying the 
benefits of democracy under our free entefprise sysetm. 

“ Business in general,” Mr Truman concluded, “can in the future 

pay higher wages and sell for lower prices than ever before.” 


Apparently undiscouraged by the hostile reception manage- 
ment and labour have given his previous recommendations to Con- 
gress for legislation to impose “ fact-finding” boards and a 
“ cooling-off ” period on all strikes, Mr Truman asked Congress 
again for statutory authority to set up such boards. Management, 
unwilling to yield on the doctrine that wages can be increased 
without prices, will be convinced now that the President has 
deserted them, and labour will not open their door to him by 
more than a hesitant crack while “ fact-finding ” and “ cooling off ” 


- are rather uncomfortably placed at the top of a list of social 


legislation. 
* 


If in the past the administration has appeared to waver between 
inflation and deflation, hesitant over which to put before the 
public as the inevitable calamity, Mr Truman has at last decided 
to jump in. “To-day inflation is our greatest immediate domestic 
problem,” he said, even though the warnings of the “ prophets 
of doom” have not been fulfilled. Critical shortages and the 
extraordinary demand may still “lead to a speculative boom, 
especially in the prices of securities, real estate and inventories.” 
Since inflation results from psychological as well as economic 
conditions, he urged Congress to decide now to extend the Price 
Contro] Act for a full year from July, 1946. The alternative, he 
said, might well be “a national disaster.” Certainty about price 
control was necessary not only to prevent manufacturers from 
holding back goods and declining to submit bids when invited, 
“in anticipation of higher prices which would follow the end of 
price controls,” but for the “ vast majority of American business- 
men who are not holding back goods, but who need certainty 
about Government pricing policy in order to fix their own long- 
range pricing policies.” 

Mr Truman went over once again the whole long list of legis- 
lation “ heretofore recommended and still pending.” And it was 
in this section of his message that he gave almost the only hint 
of the deepening chasm between those who want to carry out 
their jobs as legislators and those who want merely to be elected. 
“A few—a very few—of these recommendations have been 
enacted into law by Congress,” he said with remarkable under- 
statement. The only new element in the list was the fact-finding 
proposal, which was number one. Then came “enactment of a 
satisfactory Full Employment Bill,” an unemployment insurance 
bill, a permanent Fair Employment Practises Act, a new and more 
generous minimum wage law, legislation for a comprehensive pro- 
gramme of scientific research, provision for health services, for 
universal military training, for regulating the presidential succes- 
sion, for unification of the armed Services. Twelfth on the list was 
legislation for the domestic use and control of atomic energy ; 
twenty-first and last was that hardy perennial—legislation for the 
development of the Great Lakes-St. Lawrence basin. 

More interesting to most Congressmen than any of these pro- 
posals was Mr Truman’s statement on demobilisation, the favourite 
crusade of Congressmen willing to trade a vote now for one next 
November. The governing factor must now be, he said, that 
troops in sufficient strength be left in hostile areas so that the 
victories won can be clinched. “ Together with our Allies” US 
troops must make sure that “ Germany and Japan can never again 
wage aggressive warfare.” If the campaign for volunteers, which 
during the past four months has produced 400,000 men for the 
Army and 80,000 for the Navy, does not meet the estimated need 


‘for two million men, “it will be necessary by additional legisla- 


‘** AMERICAN SURVEY”’ is the product of co- 
operation between the editorial staffs of The Economist 
in London and Washington, a number of permanent 
correspondents in the United States and a wider circle 
of occasional American contributors. All articles or 


notes received from the United States are printed as 
**From Our Correspondent’ or ‘‘ From A Corres- 
pondent,’’ the former phrase being used to 


identify 
t correspondents. All items not so attributed 
are prepared in London. 





THE ECONOMIST, January 26, 1946 


tion to extend the Selective Service Act (conscription) beyong = 


May 16th,” the present date of its expiry. 


As a reason for the extension of the War Powers Act, of which 
the labour unions are suspicious because they see in the executive | 


powers contained in the Act a possibility of troops being used to 
end strikes, Mr Truman said that “ businessmen must know now 
what materials in short supply are going to be controlled anq 
distributed fairly as long as war-born shortages continue.” The 
President closed the State of the Union section of his message 
with proposals for the conservation and development of nationa! 
resources, for public works, national housing, social security, 
health, and education, all of which were recommended in his 
message of September 6th. About America’s territories and 
“insular ” possessions he said, “this Government is committed 
to the democratic principle that it is for the dependent peoples 
themselves to decide what their status shall-be.” He also proposed 
that Hawaii be admitted into the very select national club, as the 
forty-ninth state in the United States. 
* 


The big news in the Budget, which has never before been 
combined with the message on the State of the Union, was that 
for the first time since the fiscal year 1930 no increase in the 
national debt is expected. Instead, there would be a reduction of 
$4,000 million in the “ very substantial balance” in the Treasury 
during the next fiscal year. 


Expenditures of all kinds, authorised and recommended, would 
amount to just above $35,800 million, while net receipts are 
estimated at $31,500 million. The appropriations and authorisa- 
tions for all the programmes discused in Mr Truman’s message 
would require $30,982 million, nearly one-third of which would 
cover legacies from the war—payments to ex-soldiers, interest on 
the federal debt, refund of taxes. Of the total amount, present 
permanent appropriations would provide $5,755 millions, prin- 
cipally for interest, with $24,224 million still to be made avail- 
able through new appropriations. 


With “ extraordinarily large expenditures ” needed during the 
coming year, and inflationary pressures “ dangerously powerful,” 
the President called any plans for tax reduction “ ill-advised.” 
The public debt, however, will be decreased by several billion 
dollars during the next 18 months, without the aid of Victory 
Loan drives. “It is good,” Mr Truman said, “to move toward 
a balanced budget at a time when demand for goods is strong 
and the business outlook is good.” For although it is true that 
the economy has been thrown “ into low gear” by drastic cuts in 
war programmes, “it has not been thrown out_of gear.” 


The liquidation of the war and of the obligations accruing 
from it will be a costly business. In the year: that ended on 
June 30, 1945, war expenditures amounted to $90,500 million. 
Expenditures for 1945-46, which originally were estimaicd at 
$70,000 million, were reduced after the victory over Japan to about 
$49,000 million. In 1946-47 the tentative estimate calls for 
$15,000 million to cover war liquidation, occupation and national 
defence. This is still ten times the cost of defence expenditures 


before the war and about roo per cent of the expected national 
income. 


The President estimated that direct operations under Lend- 
Lease, which have accounted for 15 cents of every dollar ex- 
pended for the war, would be “ substantially completed ” in the 
current fiscal year, but looked for an increase in expenditures 
on relief and rehabilitation. For Unrra he estimated $1,300 
million during 1945-46 and $1,200 million during the following 
year, much of it to be made available through the disposal of 
surplus property. 

On the loan to Britain, he said that the rate at which the 
United Kingdom would draw on the proposed credit of $3,750 
million will depend on how quickly Britain can reconvert its 
economy and adapt its trade to post-war conditions. Mr Truman 
forecast that “the anticipated rate of expenditure is likely to be 
heaviest during the next two years.” Net expenditures of the 
Export-Import Bank, whose lending authority of $3,500 million 
is rapidly being consumed, together with expenditures arising 
from ae Pare eat and Bretton Woods, will amount to an 
anticipated $2,614 ion in 1945-46 and illion in the 
uae sae, 945-46 $2,754 million in 

The President ended the hard facts of the Budget with an 
earnest appeal to Congress to turn deaf ears to “ _— * which 
foster fear and suspicion and intolerance and hate.” Silent or 
subdued during the war, “they have become busy again trying 
to Set race against race, creed against creed, farmer against city 
dweller, worker against employer, people against their own 
governments.” This was an echo of the voice of his predecessor 
delivering his last State of the Union message on January 6, 1945: 
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Then Mr Roosevelt said: “There are some people in this capital 
city whose task is in large part to stir up dissension and to 
magnify normal healthy disagreements so that they appear to 
be irreconcilable conflicts.” The late President was able to add: 
“The Government of the United States—all branches of it— 
has a good record of achievement in this war.” Mr Truman’s 
concern is now to build up the case for a similar claim for his 
Government—all branches of it—in peace. 


American Notes 


Steel Strike 


With the failure of repeated White House conferences between 
Mr Benjamin Fairless of the US Steel Corporation and Mr Philip 
Murray of the United Steelworkers, the country is now started on 
one of the worst industrial dislocations in years. Only the plant 
controlled by the unorthodox Mr Kaiser, who has signed on the 
dotted line for a wage increase of 18} cents an hour (one cent 
below the workers’ original demand and 3} cents above the Cor- 
poration’s Offer), and a few plants with independent non-striking 
unions are still in full production. 


As a result, steel output is down to less than 5 per cent of 
total capacity, the lowest percentage ever recorded. Steel of 
all kinds will soon be very scarce, and the 42 per cent of all 
manufacturing industry which is founded on steel is faced with 
the possibility of more or less complete stoppage. If the strike 
continues, it is estimated that at least 7,000,000 men in all—about 
half the industrial manpower—may be idle for lack of raw material. 
As it is, the mounting total of men on strike, including steel- 
workers, meat packers, automobile and electrical workers, has 
gone well over 1} million. Export programmes have necessarily 
been affected and shipments, as of locomotives to France, delayed. 
Coming on top of a number of foreign loans, both approved and 
pending, the strikes are likely, by holding up lagging production 
still further, to increase the pressure. It is’ understood the 
Administration may even have to ask for six months’ extension of 
export controls in order to direct priorities for scarce products. 


The start of the steel strike, in spite of desperate and protracted 
negotiations to avert it, has definitely and quite clearly brought the 
industrial clash nearer its crisis. Had the Steel Corporation been 
less fiercely determined to agree to no more than the original 15 
cents offer—indeed had there been any signs at all that a com- 
promise was likely—other employers involved in strikes would 
have been virtually obliged to climb down a bit too. Now, both 
General Motors and Western Electric will be confirmed in their 
adamant attitudes on wage increases. 


Mr Truman, meanwhile, has threatened the recalcitrant dis- 
putants with a proposal of his own in the public interest should 
they fail to reach agreement. This can only mean that he is 
contemplating taking over the plants and running them with the 
aid of the Army, while a fact-finding board conducts an inquiry. 
This policy has already been adopted by the Administration in 
the meat-packers’ strike and would follow the example set in 
the oil strike at the end of the war. But if he follows it now, 
particularly in steel, the President may be treading on dangerously 
this legal and political ice. 


* x *x- 


Taking over Plants 


__ If the President were forced, for lack of any effective lever 
with which to compel agreement in industry, to put the army in 
to run the plants, he would undoubtedly find his position com- 
plicated by the fact that while the “war emergency ” as defined 
by Congress still goes on, the war itself is over. This comes 
about because both the powers of. the President, as Commander- 
in-Chief, under the constitution and his emergency powers 
under the second War Powers Act and the War Labour Disputes 
Act, are based on the assumption that certain extra powers must 
be ed him when the military security of the country is in 
jeopardy, 


_This principle has been reatlily accepted ever since the Con- 
tnental Congress empowered Washington 
to take, wherever he may be, whatever he may want, for the use 
of the army. ... 
It was reaffirmed in the Civil War, in the Great War, and in 
1941. In this last war, the whole question of the extent of the 
President’s power to intervene in business in a national emer- 
gency was given a dramatic airing when the army was sent in, 
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once in April and again in December of 1944, to take possession 
of the Chicago offices of Montgomery Ward, the mail-order 
business. Legal argument then ran on whether or not the 
President’s action could be justified on military grounds. Nor 
was it ever settled since, at the request of the Department of 
Justice, the case before the Supreme Court was finally dropped. 


Now, with the security of the United States no longer 
menaced, it could conceivably be argued that the President 
would be exceeding his powers by taking over steel plants. 
Whether or not it would be so argued obviously turns on how 
much the companies stand to lose if the plants were taken over. 
Presumably, the wartime practice would be followed whereby the 
workers were paid out of current profits by the army officials 
who took the place of top-level executives. The Army would 
probably pay wages equal to the union’s lowest demands, since, 
while steel can be produced without company directors, it cannot 
be produced without skilled labour and technicians. But even 
so, the companies would hardly suffer, because of the tax provisions 
which refund excess profits taxes to the extent that post-war profits 
fall below the average. Financially, most of them can lose nothing 
by playing a waiting game. Indeed, in this situation the con- 
ceivable possibilities of a stalemate are practically infinite if public 
opinion does not get too angry. 


Meanwhile, if a fact-finding board (for which a legislative 
speed-up has now been promised by the House Labour Com- 
mittee) is set to ferreting out the pros and cons of the dispute, 
there is still no guarantee that any settlement will be achieved. 


There is, indeed, a certain pessimistic parallel which might be 
drawn with the defunct National Defence Mediation Board, 
whose mediating functions, being ineffective, were reinforced by 
Presidential coercion. But without defined powers of arbitra- 
tion or a set policy for guidance, the Board soon lost its hold 
on life, as it had already lost the confidence of employers and 
unions. . 


* * * 


The AP and the State Department 


The post-war cultural and information programme of the 
State Department is not being permitted to enjoy a quiet and 
painless birth. No sooner had the Reuter storm blown over than 
the Associated Press of America took on the Department for one 
of its favourite bouts—the defence of its own concept of “free 
press” against “ propaganda.” There is hardly a surer way in 
America of stirring up a hornets’ nest. 


Following the State Department’s announcement of plans for 
a permanent world-wide information service, the AP, acting on 
instructions of its board of directors, withdrew its service from 
the Department. While willing to concede that the maintenance 
of official libraries of information might serve a useful purpose, 
the AP insists that “government cannot engage in newscasting 
without creating fear of propaganda,” which would reflect “upon 
the objectivity of the news services from which such newscasts 
are prepared.” 


Mr Benton, Assistant Secretary of State in charge of Cultural 
Relations and head of the new agency, has suggested an investi- 
gation of the AP’s allegations “for the benefit of the State De- 
partment, Congress, AP member-newspapers and the people of 
the country.” To conduct such am inquiry, he suggested the 
committee which last year made a 25,000-mile tour for the Ameri- 
can Society of Newspaper Editors to enlist support for their 
doctrine of free press pledges incorporated into peace treaties. 
One of the three members of the committee is lost to Mr Benton 
without a question. Mr Ackerman, dean of the graduate school 
of journalism at Columbia University, has urged Mr Truman to 
withdraw his support of the State Department’s proposals “for 
spreading American propaganda throughout the world.” He called 
“governmental education ” totalitarian, and warned the President 
that such a service would set going something of a propaganda 
race among the nations. 


It so happens that the AP supplies the Tass Agency, an incon- 
sistency which Mr. Davis, former head of the Office of War 
Information and probably still smarting from wartime rows with 
the AP, was quick to point out. If association with a Government 
news agency would tend to soil its honour, then AP should be 
particularly hard pressed to defend its service to Tass. The AP, 
with its Executive Director, Mr Kent Cooper, as its spokesman, 
has been chief missionary in the American attempts to educate the 
Soviet Government to the ways of a “free press.” Under these 
circumstances, it would be pardonable to read motives less lofty 
than the agency has voiced in its stand in relation to its own State 
Department. 
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What about buying the 
house you are renting? 


Your Landlord may be willing to sell 
you the house in which you live. 
Consider the advantages. You know the 
house. You avoid the worry of house 
hunting, and the expense of moving. 
The price to a tenant purchaser may be 
a favourable one. Talk the matter 
over with your Landlord . . . Ask for 
our special “SITTING TENANTS” 
leaflet .... We are very willing to 
help you. 


ABBEY NATIONAL 
BUILDING SOCIETY 


HEAD OFFICE: 
ABBEY HOUSE, BAKER STREET, LONDON, N.W.1 
Chief City Office: National House, Moorgate, E.C.2 
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EXTRA VITAMINS ESSENTIAL TO HEALTH 


COLDS and influenza cannot be resisted when your diet is deficient 
in vitamin A: the daily dose of Crookes ensures you the necessary 
amount. Adults cannot keep healthy and children cannot grow up 
with straight bones and strong teeth without sufficient vitamin D : the 
daily dose of Crookes keeps your supply well above the safety level. 

This extra supply of vitamins A and D will work wonders in 
building up your resistance and stamina. 


CROOKES HALIBUT OIL 


OBTAINABLE ONLY FROM CHEMISTS 


Capsules — 100-8/6 * Liquid — enough for 16 days 2/- 
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BALKAN SOBRANIE CIGARETTS 


THE COAL FIRE is anathema, it is 
Goomed, it is waste; yet it will last as 
long as England. Perhaps we fear the 
‘vengeance of the old tribal Gods of the 
Hearth Fire, or perhaps it is just that, in 
Spite of experts, of planners, and of the 
drudgery of tomorrow's ashes, for most of 
Us a roaring heart-warming, toes-toasting 
wasteful coal fire is Home. It needs but 
one thing to complete its perfection~ 
the glow of Balkan Sobranie in cigarette 
or. pipe, an aroma to soothe every 
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THE BUSINESS WORLD 





The Banks in 1946 


OR the banks, the year 1946 may well prove to be a major 

turning-point—in a much more fundamental sense than for 
the business world as a whole. For them, the problem of the 
transition is not, as it is for many industries, mainly a problem 
of how to restore and improve their pre-war structure, but of 
whether they will ever be able to work on the pre-war basis 
again. War finance has distorted the banking structure almost 
beyond recognition. But the credit creations that have sus- 
tained the war machine and inflated the bank balance sheets 
cannot be liquidated after the manner of Government surplus 
stores. Much of the distortion must remain—perhaps _per- 
manently. Even if that were not so, the wartime changes have 
accentuated trends that were becoming apparent before the war. 
In August 1939 the banks were already lending more to the 
Government than to private borrowers. But to speculate then 
whether the banks of the future would have to regard business 
financing as a subsidiary function and would find their assets’ 
structure always dominated by the interest-rate policy of the 
Chancellor of the day, was regarded as a quite unrealistic 
academic exercise. Now this question stares the banks in the 
face. 

That is one revolutionary change that threatens the traditional 
pattern of British banks. Another lurks in Clause 4 of the 
Bank Bill. The present Chancellor may, not intend to rely 
heavily upon his powers to determine the channels into which 
bank credit shall or shall not flow. But powers on the statute 
book are apt to be used sooner or later. The banks might find 
that eventually the distribution of their industrial assets was 
governed no less completely by Government economic (and 
social) policy than their other assets are already governed by 
its financial policy. 

These are the fundamental issues that lie ahead. But there 
are others of real significance on a short view. What effects 
will the cut in short money rates, and the consequent changes 
in deposit allowances, have upon bank profits? Will they force 
the banks, at last, to undertake a thorough-going overhaul of 
their system of charging for the keeping of customers’ accounts? 


What proportion of the wartime growth of deposits can the 
banks expect to retain? If the proportion is likely to be large, 
ought bank capital to be increased? Ought the ratio of capital 
to deposits to be larger than before the war, in view of the 
greatly increased investment portfolio? What, again, is the 
part the banks expect to play in reconversion? Is industry so 
liquid that much of its needs will be met by drafts on deposits 
and sales of gilt-edged? If so, are the banks prepared to increase 
their investment portfolios still further, and can the sales be 
absorbed without obstructing the Chancellor’s cheap money 
drive? What, finally, is the outlook for hank advances? If 
demands should rise steeply, what kind of assets structure would 
be needed to ensure that there would be no untoward reper- 
cussions on gilt-edged? How important is it that the emphasis 
in floating debt policy should be switched still further from 
Treasury deposit receipts to bills? 

To many of these questions, The Economist has already 
attempted to suggest answers, but in most cases the data avail- 
able for proper assessment are sadly deficient. Bank share- 
holders, and the public generally, were surely entitled to look to 
the bank chairmen’s annual statements for a lead. They will 
find none—or virtually none—in this year’s symposium. On 
the basic issue of the future of the banks, in the sense indicated 
above, nothing at all is said. On the more immediate questions, 
no new factual data emerge, and hardly any opinions—except 
some so guarded or so vague as to be of little significance. 

Most noticeable of all is the extreme reluctance to discuss the 
Bank Bill. One speech—Mr Edwin Fisher’s—ignores it en- 
tirely, without even an oblique reference. Lord Linlithgow is 
content to promise “loyal and progressive work” within the 
new framework. Mr Colin Campbell thinks that “ intimate 
and friendly ” relationships with the Bank of England will con- 
tinue, and does not expect the formal day-to-day working of 
the joint stock banks to be affected. Lord Balfour of Burleigh 
(whose maiden statement certainly has some virile passages) 
suspends final judgment, but does not expect “ any particularly 
good results ” from the Bill. Only in one statement is Clause 4 
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even mentioned: Mr Rupert Beckett cannot see the reason for 
it, given the record of the banks through two wars. He foresees 
difficulties—but does not say why. é 
Comments on this theme have plainly been dictated by 
political caution, on the principle of least said, soonest mended. 
But on the many other issues where no such considerations 
arise, a valuable contribution could have been made. Given the 
importance of the problems that now confront them, the kindest 
comment on the statements of the chairmen this year is that 
they evidently prefer not to do their thinking aloud. 
Assessment of the outlook for the banks must therefore still 
proceed without any overt guidance from within. It is im- 
possible, in a single article, to draw a comprehensive picture, 
but the salient features can be lightly sketched in. The first 
point is that before the war 44 per cent of the banks’ resources 
(taking the clearing banks as a whole) were employed in 
advances to industry and private borrowers, while 46 per cent 
represented direct and indirect loans to the Government— 
excluding cash, which is really a further, interest-free, loan. 
Now the corresponding proportiors are 17 per cent for private 
borrowers and 70 per cent for public. Advances, which tradi- 
tionally accounted for more than half the assets (and provided 
a still larger proportion of the revenue), now account for one- 
sixth. Secondly, this decline in advances has not been balanced 
by any corresponding rise in the other main earning asset, as 
would have happened before the war. The two chief earning 
assets, advances and investments, represented 71 per cent of the 
total before the war ; they now provide less than 42 per cent. 
Thirdly, though no formal data are available on the side of 
advances, it is known that gross profit margins have progressively 
narrowed as interest rates have declined. Fourthly, expenses 
have been rising, and will rise even more steeply when the full 
complement of staff returns from the forces, and when salary 
scales are permanently adjusted to the altered cost of living. 
On the other hand, fifthly, the total volume of resources to be 
employed has been rather more than doubled, while capital 
has remained stationary. That, and that alone, explains the 


THE ECONOMIST, January 26, 1945 


continued rise in bank profits in the face of a progressively 
less favourable assets distribution. * 

It is against this background that the cut in short money 
rates must be viewed. assets directly affected by that 
reduction—Treasury deposit receipts, bills and call money— 
represented no less than 47 per cent of the total, on the average 
of the first 11 months of 1945. On that basis, the loss of gross 
earnings would amount to some {11 million per annum. From 
the cautious comments in the chairmen’s speeches, it seems 
that none of the banks is yet satisfied that the changes in deposit 
allowances will suffice to make this good. The short-term 
earnings outlook, given the rising trend of administrative costs, 
is therefore dominated by the future of advances. Deposit 
movements, at this stage, are less important. Changes in 
deposits that are matched simply by similar movements in the 
floating items (earning 4 per cent) will not significantly affect 
the earnings position unless they are really large ; and large 
movements in deposits seem unlikely unless the financial situ- 
ation gets out of control. For advances, there is no reason yet 
to alter the guess, put forward in these columns last June, that 
an increase of, say, £200 million in two years from then was 
probably the most that could be expected. A movement of that 
order, assuming the advances replaced a corresponding holding 
of floating debt and deposits remained unchanged, would do 
no more than raise the ratio to deposits to barely 20 per cent. 
and add £5 million or so (gross) to earnings—if increasing 
competition does not still further depress the rates at which the 
banks are prepared to lend. 

If the medium-term prospect is no better than that—these 
estimates are purely conjectural—will the banks try to sweeten 
the yield by plunging still further into gilt-edged as soon as the 
(presumed) reduction of TDR’s gives them fresh elasticity? 
If so, will they bolster their position by raising additional capital, 
which would neutralise part of the advantage from the earning; 
point of view? Or will they at last face squarely the implications 
of the revolution that is in progress, and consider afresh the 
system of bank charges? 


Taxing Business Profits 


HREE earlier articles have dealt—the first generally, and 
two more specifically—with proposals for a reformed 
income-tax, suited to the times. The weight of the argument 
has stressed that a high burden of taxation (not merely in the 
immediate post-war years, but in a more normal and remote era, 
too) should be so distributed between the various income groups 
and so levied upon individuals as to cause the least dilution, 
consistent with equity, of the taxpayers’ incentive to work and 
produce. These suggested reforms consist of three stages. The 
first is a flat rate tax on all incomes, which in practical effect 
would be a weekly tax on wage earnings collected by PAYE, 
with annual allowances separated from the weekly levy of the 


tax, on the lines suggested here a fortnight ago. Stage II pro- ~ 


poses a revised surtax, with a lower limit of {500 or thereabouts 
(at which the bulk of wage incomes would be excluded) and suit- 
ably graduated to give a smooth progression. The two tiers would 
provide a joint system of taxation for personal incomes, in which 
disincentive could be reduced to the minimum by a simplified 
PAYE on wages and by “ soaking ” the very rich less in surtax 
and more in death duties. 

To complete the modern income tax, a separate method of 
taxing company profits must be developed. We are speaking 
here of public joint stock companies, not because unlimited 
trading concerns and private companies are unimportant from 
the Revenue’s point of view, but because the relation between 
their profits and the individuals entitled to participate in them 
is far closer than it is between a limited company’s profits and 
the incomes of its shareholders. The Revenue protects itself 
against evasion of surtax by requiring private companies to 
distribute a reasonable prepuion of each year’s earnings. It 
oe the earnings of an unlimited tra concern to the 
individual partners and taxes them accordingly for inceme tax 
and surtax. But a public limited company, in effect. is taxed 


only on the amounts it sets aside to specific reserves in excess of 
the sums allowable for tax purposes, and on the amounts placed 
to free reserves—such as general or contingency reserves or 
undistributed profits carried forward. Public companies are 
the only class of legal subjects which automatically bear the full 
standard rate of tax on their income. 

Times have changed since the Colwyn Committee observed, 
with a touch of satisfaction, that income tax, though it might 
exist in the background as a vaguely depressing element, wou!d 
not normally enter into the calculations of limited companies, 

except so far as it may increase their desire to provide for a 

large payment to reserve. They are not concerned with the 

income-tax on dividends, which is borne by the shareholders ; 
as regards the undistributed profit, however large it may be, the 
last pound of it will bear tax only at the same standard rate 4S 
the first, super-tax being out of the question. 
But this was in 1927, when the standard rate was 4s. in the {. 
The Committee then observed that the corpus of income out of 
which reserves could be built up was not so seriously reduced 
by the income tax as at first sight appeared. It has without 
question been severely reduced since that time, but companies 
during the five years before the war were setting aside a higher 
proportion of their profits to reserves, despite the rising level of 
taxation. 

A new factor has been evident in company finance since 1927. 
The large, profitable concerns at the of each branch of 
industry—companies like Courtaulds, Lever Brothers and 
Unilever, and Turner and Newall—have followed a very different 
policy from the conventional idea of maximum profits and 
maximum dividends. They would put as first and priority 
the strength of the company and the well-being of the work- 


people, and would demote the shareholders’ expectation of divi- 
dends to third place. A strong board of directors of a prosperous 
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company tend nowadays to regard themselves as managers of an 
institution with wider economic and social responsibilities than 
the distribution of large dividends to the proprietors of the 
institution. They are not necessarily deterred from building 
up the internal strength of the company merely because income 
tax is at a high level ; to take only one instance, Turner and 
Newall have set aside since 1937 a specific reserve against losses 
on stocks of no less than £1,215,000, entirely out of taxed profits, 
which might otherwise have been paid out in net dividends to 
shareholders. In practice, these matters rest on the arbitrary 
decisions of directors, without any niceties of calculation whether 
shareholders could put the money to better use than the com- 
pany. Reserves are regarded as a “ good thing,” and they usually 
are. But those companies which are best able to make sub- 
stantial provisions to reserves are usually well-established, and 
frequently enjoy some monopolistic position in their industry. 
The test whether company taxation is good or bad is not whether 
the leading companies refuse to be deflected from their reserve 
policy by a high rate of tax ; even with a standard rate of ros. 
in the £, they can retain half the profits which would otherwise 
be expended completely in dividends and tax on them. It is a 
much more complicated affair, involving the freedom of all com- 
panies to replace and expand their physical capital, to invest 
their ploughed-back profits in new capital assets so that they 
will, at the same time, assist a balanced policy of high and stable 
employment in the national sphere and a progressive improve- 
ment in costs and efficiency in the industria! sphere. 

The objectives to be aimed at are three-fold. First, the rate 
of tax to be deducted from dividends should be the flat-rate 
tax discussed in the second article in this series. Additional 
levies would then be raised, as they are now, on shareholders’ 
incomes liable for surtax. Secondly, the companies’ tax assess- 
ment should be divorced from the standard rates which apply 
to personal incomes. It may be convenient administratively to 
treat a company as a legal person, liable to the full standard 
rate. But if convenience ignores the importance of adequate 
capital replacement and creation, it will be purchased at a high 
economic cost. The second objective, therefore, is to treat com- 
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panies for tax purposes as sui generts. Where individual per- 
sonal incomes are concerned, equity must naturally be the first 
consideration ; but with taxation on companies it is economic 
effect that should be dominant. Third, the optimum use of 
reserves, from the state’s point of view, is not to allow them to 
accumulate in the form of liquid investments which can be 
realised when the rainy day arrives, but to invest them in im- 
proved plant and buildings and in stocks—to employ them, in 
the familiar definition, as capital in the business. Not only is 
this, in general, the community’s interest ; the community also 
has an interest in the timing of such investments. 

Readers who have followed sympathetically the previous 
articles in this series will accept the first point quite readily. It 
is merely the application of the flat-rate system by deduction at 
source. But points two and three are the crux of the company 
taxation problem, for they imply a positive encouragement, by 
means of fiscal policy, to make companies save from their profits 
and further to use their savings for direct investment in new 
capital. At present every provision to reserve and every ex- 
penditure for replacement of worn-out capital is disallowed by 
the Inland Revenue if it exceeds the permitted wear-and-tear 
allowances. In other words, they have to be provided out of 
profits taxed at the full standard rate. A reform of company 
taxation would have to include a revision of the wear-and-tear 
allowances, though the benefits would flow, not only to limited 
companies, but to all industrial undertakings, however consti- 
tuted. A more flexible system of wear-and-tear allowances, 
however, would still only cover normal depreciation ; it would 
not extend to obsolescence (when the item of plant becomes out- 
of-date fer economic reasons, though it may still be physically 
in good shape) nor to the replacemen: of plant at higher cost 
owing to a fall in the value of money. The present allowances 
are insufficient for industry to maintain its capital against these 
risks and burdens. And the Inland Revenue’s jealous safeguard- 
ing of the maximum flow of income tax means that every com- 
pany’ accounts must be examined in minute detail to ensure 
that no item of capital expenditure should get through as a charge 
against profits for income tax purposes. 
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This is hardly an incentive to invest in new plant or to replace 
old plant. Income tax upon companies is precisely the same in 
its incidence, whether the taxed profits retained by them are set 
aside to a free reserve and left in the form of liquid assets, cr 
whether they are used in a permanent improvement or expansion 
of the fixed capital employed in it. It is not, of course, con- 
tended that profits used for the development of the business 
should be tax free ; but it is reasonable to inquire whether these 
profits should automatically be taxed at a high rate, simply be- 
cause the accidents of the income tax structure designate that 
high rate as the “ standard ” rate, although the great majority of 
individuals pay tax on their personal incomes at a much lower 
average rate. The argument, basically, is not for discrimination 
in favour of ploughed-back profits, but for the ending of the 
discrimination against them. 

This point (like so many others) did not escape the attention of 
the Colwyn Committee, although their minds were not directed, 
save to a limited extent, towards the problem of making the best 
use of company reserves. They noted that tax relief had often 
been urged for sums set aside to reserves, but they rejected this 
“ far-reaching proposal ” on grounds of practicability rather than 
theoretical merit. The accountants, who had made the sugges- 
tion to the Committee, were not disposed to back it by close 
argument. Bur a refinement of the suggestion (which seems 
uncommonly far-sighted to-day) was put forward by Sir Arthur 
Lowes Dickinson, who proposed a Special Development Account, 
as distinct from a general reserve, to which capital ex- 
penditure could be charged. Sums provided from profits to 
the credit of such an account would rank for tax relief. This 
scheme did not find favour ; it was criticised by a» Treasury 
witness, on grounds of impracticability, and by the Committee 
on grounds of equity. 

* 

Now there is no doubt that genuine additions to capital are 
hard to define satisfactorily. “Capital employed in the busi- 
ness” has been a most complicated question to solve in con- 
nection with EPT and the costing of Government contracts 
during the war. But, unlike 1927, we now have an administra- 
tive machine which is used to handling these quantities. Despite 
all the complexities, a capital datum can be worked out for 
every public company, and once this is done additional capital 
investment can be fairly readily computed each year for the 
assessment of special relief. When the Colwyn Committee dis- 
missed the ypsgpoetl as being superficially attractive but radically 
unsound, they were preoccupied with the limited benefit which 
would accrue to companies making low profits—the export indus- 
tries as distinct from the sheltered industries. But they did not 
contemplate a general state of affairs in which British industry 
as a whole (largely operated by public companies) would have 
too little capital. The Stock Exchange boom of 1928 and the 
industrial slump of 1931 had yet to point the lesson that industry 
is not always best served through the open capital market. And 
that market has since been controlled and institutionalised to 
such a degree that new industrial capital takes second place after 
Government borrowing, and is forthcoming on terms and con- 
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ditions which, to say the least, do not guarantee the optimuy ~ 
distribution of available savings. 4 
But although the spirit of the Colwyn Committee’s rejection 7 
of the scheme for a Special Development Account is rather datej | 
now, their decision was undoubtedly night. For the scheme, 
originally propounded, failed to distinguish between the setting 
aside of profits and their effective use for new capital in th |~ 
business. To set up a fund is mere earmarking in the accou. 
tant’s sense ; it limits the use to which reserves can be pu, — 
without guaranteeing that they will actually be so used. Incentive, F 
if it is to be effective, must apply at the point and time of expen. | 
diture of reserves, and not merely—or even necessarily—at th 
point where they are set up in preference to paying dividend ~ 
instead. Let us suppose, for the sake of illustration, that company | 
reserves generally were taxed at 5s. in the £. That might assis = 
“sound finance” in the conventional sense, but it would nox 
give any incentive as between free reserves and new capital ex. Fi 
penditure from reserved funds. A lower effective rate of tax on | 
funds spent on capital formation should take the form of a rebar | © 
of tax granted when funds—already taxed at 5s. in the { when ~ 
they were placed to reserve—are drawn out of reserve and spent. 7 
Suppose, for purposes of illustration, that in a year when th 
Government wished to encourage new investment, companies 
were offered a rebate of 2s. 6d. in the £ on that part of thei 
taxed reserves which they applied in rew investment. Can it 
be doubted that such an instrument would be a powerful and & 
flexible incentive to promote the optimum flow of new capita F 
formation when it is most needed and to damp it down (if neces- 
sary by a surcharge of tax) when it is not? A separate develop- 
ment account might grow for some years before it was actually 
employed for capital purposes ; but a rebate of tax on actual | 
expenditure on new assets would be a positive inducement.for | 
companies to spend, and not merely to hoard. ' 


What would these changes cost? Most of the available esti- 7 





mates refer to undistributed profits, without specifying to what |” 


use they were put. In 1923, they were estimated at {217.5 | 
million gross by the Inland Revenue, and £168.4 million net § 
after deduction of tax. For 1937-38, undistributed profits have 
been put at £225 million gross, or £169 million net, equivalent 
to nearly 16 per cent of the total yield of income tax and surtax. 
There is no point in plotting the changes during the war period. 
But the fall in the value of money does clearly imply a substan- 
tial increase in the expectation of business profits, from which 
companies must set aside sufficient to renew their capital at en- 
hanced prices (unless they consume their capital instead). If these 
profit increases were taxed at the full standard rate, the danger of 
capital consumption might be very real. If they were taxed ata 
lower rate, to the extent that they are truly reinvested in the com- 
pany, that danger could be averted. During the war, the money 
level of net company reserves has been only modestly raised— 
from £170 million in 1938 to £210 million in 1943. If industry's 
real capital, working and fixed, is to be maintained and expanded, 
it will be urgently necessary to increase these provisions when 
EPT is withdrawn. A lower standard rate may help indirectly ; 
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but a differential rate would be a positive encouragement to 


ctual employment of reserve funds for new capital investment. 
he total likely amount of new investment is not certain to be so 















wy high in future that high and stable employment can be auto- 
eae atically guaranteed. Even at to-day’s prices, {200 million net 
5 ome s a powerful contribution in aid. By a flexible and differential 


elief system, this sum could be greatly increased. New invest- 
ent could then be something more than a residuary legatee ; 
t would be governed by an instrument of policy applied at 
he source. That, as the Colwyn Committee showed, is the 
distinctive feature of company reserves. Saving is smooth and 
simple, and applied at the growing-point of industry. 

It will take courage to apply these suggestions in practical 


oe Steel Economics 
id spent The change since 1939 in the relative prices of pig-iron 
hen the and scrap, the two chief ingredients of steel ingots, has upset 
m panies steel economics in this country. The controlled price of a 
of thei representative type of heavy melting scrap rose from £3 2s. 6d. 
Cea | per ton (delivered steelworks) in 1939 to £4 2s. 6d. per ton 
ful I in 1946, an increase of 32 per cent. A representative grade of 
and pig-iron, on the other hand, has risen in price (delivered 
y capital steelworks) from £4 12s, 6d. per ton to £7 15s. 6d. per ton, an 
if neces- increase Of 68 per cent. Scrap, therefore, is now a relatively 
develop- cheaper raw material than pig-iron. The chief single cause of 
actually the relatively bigger increase in pig-iron prices is, of course, 
n actual the rise in coal prices. Of the increase of £3 3s., about half 
nentifor | is due to dearer coal. The rest represents mainly increased ore 
‘ prices and higher wages. 
The industry as a whole uses the two ingredients in about 
ble esti- F equal proportions, but the ratio varies markedly from firm 
to what | to firm. Some companies, such as Stewarts and Lloyds, 
{217.5 | Limited, use pig-iron, while others use mainly scrap. Betwe-n 
lion net the two extremes the proportions vary widely. It follows that 
ats have j at the extremes the costs of firms using mainly pig-iron have 
wicdials risen substantially in relation to those employing mainly scrap. 
1 carter In order to overcome this difficulty, the industry has intro- 
oe a duced a price-equalising device, financed by a levy of 17s. 6d. 
pa per ton on ingot production. By subsidising pig-iron to the 
substan- extent of 35s. per ton, the net increase in its cost to users, since 
a which 1939, is 30 per cent, that is, about the same as the rise in 
iL at en- scrap prices. In short, users of scrap are made to subsidise 
If these users of pig-iron. 
anger of It may be argued that this equalising device is uneconomic, 
xed ata in that without it the industry would tend to use a still higher 
he com- proportion of scrap, even if this meant some rise in scrap prices. 
> money In fact, the amount of additional scrap likely to be forthcoming 
raised in this country at somewhat higher prices is believed to be very 
dustrv’s small, and it is held that if matters were allowed to take their 
ded course, the rise in scrap prices would be such as to make for 
panded, higher rather than lower average ingot costs. Nevertheless, it 
1s when seems clear—if the industry is already obtaining all the scrap 
irectly ; available at present prices—that the proper policy would be 
to import additional quantities if these show a price advantage 
a over pig-iron. Looking still further ahead, it may be to the 
industry’s advantage to resume its former practice of importing 
substantial quantities of pig-iron and semi-manufactured steel, 
rather than to expand existing pig-iron making capacity. At 
the moment imports from the Continent are, of course, im- 
possible because of the extremely low rate of production there ; 
but if account is taken of the fact that in the past output of coal 
per manshift in the Ruhr has been about 50 per cent higher 
than in this country, and that after the restoration of coal pro- 
duction in the Ruhr the difference in output, and, even more 
(because of lower wages), the price differential, are likely to 
continue, it should be possible for this country to obtain Con- 
tinental pig-iron and semis at advantageous prices, though not, 
ab of course, in the near future. 
enicie 
* * * 
SON The City and the Investment Bill 


The City’s reaction to the Investment Bill (the wider imphi- 
cations of which are examined in a leading article on page 123) 
has been immediate—and negative. The Bill, the draft order and 
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policies. Yet from the Inland Revenue point of view, they have 
much smaller quantitative consequences than changes in the tax 
structure affecting personal incomes. The latter were put at 
£4,779 million in 1938, but impersonal incomes (mainly com- 
pany profits put to reserve) ony amounted to £259 million. 
The importance of the taxation of company reserves lies not in 
its direct yield, but in its general economic consequences. It is 
a field in which wise policy, by denying itself revenue in order 
to encourage new investment, may substantially increase and 
stabilise personal incomes which derive and spread out from 
such investment. It is the meeting-place between the require- 
ments of the Revenue and the positive encouragement of 
industry—the fulcrum of a modern income-tax. 


Business Notes 


the explanatory memorandum have but one keynote so far as the 
capital market is concerned. Control will be retained indefinitely, 
and will be exercised in detail by a strengthened Capital Issues 
Committee. These administrative shackles are no Socialist revo- 
lution, but that will not make them any the more popular as a 
permanent framework within which those seeking new capital 
and those who supply it must in future operate. The change is 
not here and now, for the Government have gone out of their 
way to avoid change, either for better or worse, in the existing 
form of control. It will come when the restoration of a free 
capital market would otherwise be financially possible and eco- 
nomically justifiable—when industry has reconverted and 
requires new capital from outside sources. 

Meanwhile, it must be hoped that the CIC and the Treasury 
will bring new qualities of flexibility, discretion and speed in their 
judgment on practical problems involved in the marketing of new 
securities. Under a sensible system of control, the exclusion of 
securities placed in the market by an issuing house from the 
CIC’s purview, would be matched by a similar exclusion of 
securities sold to the investing public through an offer for sale. 
The differences in the two methods are merely contractual and 
technical. Neither involves the creation of new investments ; both 
are concerned with different methods by which existing securities 
can be marketed, and they achieve precisely the same financial 
and economic purpose. But the present discrimination in favour 
of placings is producing just the appearance of disorderliness in the 
capital market which the CIC is charged to prevent. 

These are well-worn and elementary points. They are based 
on the: failure of the Treasury mind to distinguish between the 
act of new investment in the sense used by economists and the 
disposal of new investments to the public, in the City’s sense. 
This confusion between reality and its appearance still pervades 
the draft Investment Control order. The ban on bonus share and 
unit trust issues (which make not the slightest difference io the 
physical investment resources of the community) is to continue. 
Consent will presumably be given (as hitherto under iast year’s 
Treasury memorandum of guidance to the CIC) to replacement 
of maturing obligations and conversions, but special conditions 
will still have to be satisfied before the CIC gives approval to 
issues arising from the amalgamation of existing undertakings. 
It is impossible to discern any consistent line of policy in these 
reservations and differences of treatment, and the only excuse for 
rehearsing them yet again is to suggest a priority task for the 
strengthened CIC and its masters, 


* * x 


Anglo-French Trade Talks 


The present Anglo-French Financial Agreement will have 
run its course at the end of next month. The question is what kind 
of arrangement is to take its place. 

Briefly, the present agreement has served its purpose of pro- 
viding assistance to France during the first—and very difficult— 
year after its liberation. The two countries granted each other 
credits of £100 million for one year. France has exceeded its 
credit by at least £20 million, while purchases by the sterling 
from the franc area were probably no more than a tenth of French 
purchases. True, France will have to pay in gold for one-third 
of the gross value of its purchases; even so the deficit remains 
substantial. As the foreign exchange resources of Britain are 
severely limited, and since the country will have to make a 
herculean effort to square its overseas account by the time the 
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American credit runs out, it can scarcely afford to grant long-term 
credits at this stage. This does not mean that there is no basis 
for a new agreement ; but it does mean that the whole issue should 
be tackled afresh, and that the principle should now be that of 
mutual rather than unilateral assistance. 

Merely to repeat the formula of the first agreement would be 
to ignore this principle. France is still desperately in need of 
imports—they are at present still only half the pre-war volume 
—and would again exhaust any new line of credit as fast as the 
goods and transport became available. And, although France 
will have more to sell during the next twelve months than hitherto, 
British purchases in the franc area would again show a serious 
lag, leaving a further heavy deficit at the end of the year. It 
might, of course, be possible for France to pay in gold or dollars 
for a larger proportion of its imports from the sterling area. But 
France’s own public gold and foreign exchange holdings have 
been reduced from $3,200 million in 1939 to $1,800 million, and 
private investments are estimated (in terms of dollars) at only 
$1,000 million. If allowance is made for a working reserve, for 
subscriptions to the Bretton Woods institutions, and for the 
country’s present commitments, the reserve is by no means large 
in relation to import needs. 


* 


_ The time has come, indeed, when discussions should be broad- 
ened and when the possibilities of economic integration should be 
explored, as a means of expanding the exchange of goods to mutual 
advantage. The method might be for the two countries to discuss 
their needs of products in relation to their manufacturing capacities 
and costs of production. France could then set aside capacity to 
meet Britain’s needs and Britain those of France. By this means 
a beginning might be made with the establishment of fruitful 
co-operation between individual industries, though not on the lines 
of pre-war cartel arrangements. True, this approach would require 
a change of policy, especially at the Board of Trade, where, at 
present, import licences for French goods (apart from luxuries) 
are by no means granted as freely as they might be, even if the 
prices at which the goods are offered are reasonable. If the Board’s 
policy were to be inspired by self-sufficiency arguments, trade 
could never flow freely between the two countries, and industrial 
integration would remain an empty phrase. Unless both countries 
are willing to explore and practise integration, there is little hope 
for an expansion in the mutual exchange of goods, and hence for 
a rational agreement to take the place of the existing purely 


financial and, in practice, one-sided arrangement when it ends 
on March Ist. 


© * & 


Financial Aid for Greece ? 


By the time this issue of The Economist appears, a formal 
announcement is likely to have been made of financial assistance 
by the British Government to Greece. Speculation about the terms 
of the plan is therefore pointless, but there is no doubt that 
assistance is urgently needed. The economic situation in Greece 
has steadily deteriorated, and the currency position could scarcely 
be worse. After the monetary excesses of the past few months, 
the currency chaos is beginning to resemble that of the autumn 
of 1944, before the new drachma replaced the old (at a rate of 
50 milliards of the old to one of the new). A second devaluation, 
raising the rate against sterling from 600 to 2,000 drachma to 
the £, had to be made last June. But since then the price-level, 
so far as its movements can be measured, has risen twelve-fold, 
and the official exchange rate no longer has any significance. Dis- 
trust of the currency has agaia led to a chronic tendency to rush 
into goods, foreign currencies or gold. Fantastic and wildly 
fluctuating prices are being quoted for the British sovereign, 
which commanded about 40,000 drachma three months ago and 
has recently touched 175,000 drachma. 


The tragedy of this situation is that it can no longer be 
attributed solely to continuing shortages of goods. The root causes 
are the chronic political instability, the recurrent civil disturbances 
and armed clashes, and the utter inadequacy of the administra- 
tive system. Mere loans will be as impotent to save the Greeks 
from their present distress as the past six months’ efforts by 
UNRRA have been. The need for a loan is unquestionable, but 
it is to be hoped that during the negotiations firm assurances 
have been given of Greece’s ability to regain administrative control 
and, above all, to re-establish her fiscal machinery. Unless a 
realistic tax policy can be framed and firmly implemented, the 
temptation to rely upon note issues for Government finance will 
continue to prove irresistible. 
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‘The Bank’s Reserves 


Though it had its brighter moments, the Lords’ debate on 
the second reading of the Bank Bill was on the whole a mediocre 
affair. Argument on both sides echoed the proceedings in the 
Commons, and neither was distinguished for its logic. Only two 
new facts emerged—both from Lord Catto. The first, virtually 
unrelated to the matter in hand, and thus gratuitously presented, 
is that he himself, not the Government, was the sponsor of the 
new Finance Corporations. The second, more to the point but 
still tantalisingly vague, is that the Bank’s “total net resources” 
are “nothing like the wild figures that have been suggested”: 
Lord Catto disdained to quote, but “wild” rumour seems to 
have fastened upon a hundred millions as a good round figure. 


As this may be presumed to be a “carefully prepared state- 
ment ” (and, like most such, leaves the field for guesswork hardly 
narrower than before), it is unlikely that the Chancellor will be 
more explicit; which is a pity. Admittedly, there was no valid 
case for disclosure from the stockholders’ standpoint, for, in a 
practical sense, the reserves did not belong to them at all. Any 
increase in dividend was in practice impossible ; and disclosure 
of the reserves, however large, could not have raised the Bank’s 
credit above that of the Government. The case is different, how- 
ever, from the taxpayers’ standpoint. Lord Catto’s further con- 
tention, that disclosure would be wrong because it would never 
happen in an ordinary bank amalgamation, simply does not hold 
water in this instance. On the wider plene, the Governor’s con- 
tribution can be tersely indicated: Lord Pakenham, summing up 
for the Government, declined to gild the lily, lest comment from 
him should seem like “ Engels saying a word for Karl Marx.” 

Discussion of Clause 4 was disappointing—inevitably so, be- 
cause, like the carlier debates, it proceeded from the assumption 
that the powers given will not be used. However true that may be 
of the present Government (and the debate produced fresh re- 
assurances), it is no proper basis for discussion of powers that 
are intended to be permanent. The Economist recognised from 
the outset that powers to direct the commercial banks were a 
logical part of the plan, and could not in practice be circum- 
scribed. But one question that ought to be faced—it is remark- 
able that no one yet has pressed it home—is what responsibility 
a Government would assume if its directions involved the banks 
in loss. Meanwhile, Lord Pethick Lawrence’s curious inversion 
of this line of thought cannot pass without challenge. He con- 
tends that, as the Government could never allow a large bank to 
fail, the bank’s credit is underpinned by the Government, and 
he who pays the piper calls the tune. The truth is that the 
Government has not had to pay yet; and if it calls the tune it 
must be prepared to pay. It is as well to get the sequence the 
right way round, for there are many concerns, besides the banks, 
that the Government dare not allow to fail. 


* * * 


Official Dealings in Unit Trusts ? 


An exploratory approach has recently been made by the 
Stock Exchange Council to unit trust groups in order to discover 
whether—and if so on what conditions—official dealing facilities 
should be provided in the “House” for trust units. So far the 
dealing function has been provided by the managements, who 
have offered their units at a price based on the market value of 
the underlying securities; and have undertaken to repurchase 
units from the public at a price based on the market bid prices. 
The width of these dealing prices, and the opportunities which 
they can provide, in certain circumstances, for adventitious profits 
to the managers will be familiar to readers of The Economist, 
for these matters were thoroughly ventilated in our Unit Trust 
Surveys before the war. 


It may be surmised that the Stock Exchange approach is, 2 
this stage, concerned with fact-finding, and is still far from the 
realm of detailed conditions for admitting official dealings. 
Doubtless, the technique of price calculation is included among 
the points which theiz questionnaire raises, and on this mattet 
the answers which the Council receives may well show a fairly 
considerable variation of practice between the different group’. 
lf trust units are eventually admitted by the Stock Exchange, * 
will be interesting to see if any standardised method of price 
calculation is imposed as a qualifying condition. 

Dealings on the floor of the House will involve some nic’ 
problems. Dealing margins are not an inconsiderable source 0! 
income to managers even when units are being created; 30 
during recent years, when the formation of new units has beef 
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banned, they have been a significant (though not excessive) credit 
item. For example, the Municipal and General group (which 
alone publishes figures about managers’ income) earned £6,746 
in 1944 from dealing in almost £300,000 of units ; this repre- 
sented no less than 48 per cent of the managements’ total income 
of £14,004. For some other groups, it is conceivable that the 
proportion of management income derived from dealing in units 
might be higher. Official dealings would obviously give a 
valuable cachet to those units which were admitted, and might 
well compensate in increased total turnover (in normal times) for 
part, if not all, of the loss of dealing income on units dealt in 
officially—when the jobbers’ turn would replace the managers’ 
margin. Presumably the intention would be for jobbers to make a 
market within the prices quoted by the trust managers, for the 
jobbers could not themselves calculate prices in a flexible trust. 
And they would have the valuable protection of the “ put ” of units 
1o the managers, and (in normal circumstances) of the “ call” of 
units if they were short. 

Official dealings would have the useful effect of keeping 
managers’ dealing prices within close limits. But is this enough? 
Should the Council also satisfy themselves that the managers’ 
prices are fair and reasonable? And if they so decide, would it 
not be a valuable economy for the movement, and a useful pro- 
tection for the public, if the Stock Exchange were officially to 
calculate the dealing prices for all units admitted to the House? 
Daily calculation of prices by each group is a costly process for 
managers, and considerable saving could be achieved if this work 
could be done by a central authority. 


a x * 


Coal Output Down 


The December coal production figures will hardly provide 
Mr Shinwell with encouraging evidence when he moves the 
second reading of the Coal Bill in the House of Commons, 
though they may provide the Opposition with additional 
ammunition. The target of 8 million additional tons by 
April has receded into the realm of the impossible. Output, 
which averaged 3,593,700 tons a week in November, 1945, 
and 3,424,600 tons in December, 1944, had dropped to 3,276,600 in 
December, 1945. The incidence of the Christmas holidays, which 
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lasted particularly long in 1945, may be held mainly responsible 
for the decline, but it is none the less serious, especially as the 
output per man-shift at the face of 2.76 tons had fallen slightly 
between November and December, although it was higher than 
in December, 1944. The main factor in the decline, however, is 
the steadily falling labour force, for the numbers in effective 
employment in December, 1945, were only 622,000, though the 
nominal strength was 697,600. At 17.32 per cent, absenteeism is 
increasing, but less coal was lost as a result of disputes in December 
than in the preceding month. 

It is interesting, though not encouraging, to compare these 
figures with those in the years immediately preceding the war. 
Total production in the fourth quarter of 1938 was 56,631,136 
tons, or an average of 4,356,241 tons per week. The number em- 
ployed in 1938 was 781,700 and output per man-shift averaged 
22.96 cwts. The main reason for the difference is clearly 
lack of man-power, and the fact that the men in_ the 
industry have become older and more tired after six years of 
war. This only serves to emphasise the need for the speediest 
application of measures to reorganise the industry and to make 
it more attractive to recruitment. 


x * * 


Bill Market Expansion 


Further expansion is shown by the 1945 accounts of each of 
the three public discount companies, but there is little doubt that 
comparison of the position disclosed at the year-end on this occa- 
sion substantially understates the increase in activity during the 
year. Interpretation of discount balance sheets is always compli- 
cated by the fact that large quantities of bills are customarily sold 
to the authorities on the closing days of the year to meet the stress 
of bank window-dressing, and adjustments also take place in bond 
portfolios for technical reasons connected with the incidence of 
taxation. This year there is a further distortion of the picture 
owing to the calling of the shortest bond issues for early redemp- 
tion. Bonds that formerly figured in the investment portfolios 
are therefore transferred to the bill portfolio. This explains the 
apparent anomaly, shown by the accompanying table, in the fact 
that two companies disclose an appreciable decline in their invest- 
ment holdings at a time when the market carrying capacity for 
bonds is known to be stretched close to its limit. 
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31 Local Boards established throughout the country, through 
which many traditional links with the past have been pre- 
served and personal contact maintained. These are a firm foun- 
dation for the progressive policies of to-day. 


The local background of some of these districts will be 
described from time to time in the Press by 
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This time, therefore, the combined bill and bond portfolio is 
more indicative than the individual items. But even the combined 
portfolio for the three houses, at £304 million, compared with 
£291 million in 1944, shows a smaller expansion than in the 
previous year. This is in contrast with the huge increase that has 
occurred in the throughput of bills. It can be estimated, with 


Bit MARKET PORTFOLIOS 
(£ Million) 


Union National Alexanders Total 

Bills* 

TO ks 54s 93 -0 54:1 4-1 181-2 

BPE ass o> 115 -2 61-4 44 -4 221 0 

es a os 116-5 73°5 50 -2 240 -:2 
tnvestments— 

BPRS i vies 23 °8 18-9 20 -7 63 -4 

BNG:: . Vik 25 -4 21 -2 23°5 70-0 

Reb. & sikh 29 -7 15-6 18-7 64-0 
Loans and Deposits— 

BD: amie « 114-6 72-6 53°5 240 -6 

OE nese 138 -5 81-8 67 -0 287 -3 

[OTe sicus 144-7 87-9 68 -2 500 -8 


* Excluding re-discounts. 


tolerable accuracy, that the market as a whole took up no less than 
£2,550 million of Treasury bills at the weekly tenders in 1945—an 
average of £49 million per week. The comparable 1944 total was 
about £1,860 million, or £36 million per week ; for the last pre- 
war year the total was roughly £670 million and the weekly 
average just under £13 million. 

Despite this great expansion of the bill turnover, the market 
still looks to its bond business for its profits. The effect of the 
Chancellor’s cheap money drive has been to increase the bond 
turnover, and also to widen the current margins obtainable. But 
an appreciable part of the resultant additional profits has probably 
been absorbed by the need to provide for the fall in capital values 
that occurred during the year. After this year’s experience, and 


with the bond market now facing the testing-time of industrial 


reconversion, the discount houses have doubtless paid particular 
attention to their contingency reserves. The Union and National 
each show small increases in published profits, but Alexanders’ 
declined slightly. 


* * * 


An Encouraging Woolwerth Dividend 


Stockholders will be well satisfied with the outright increase of 
a 10 per cent bonus to the Woolworth distribution, making it §5 per 
cent. The preliminary figures provide ample justification for the 
higher payment, for profits, after writing off provisions against 
properties and fixtures (these have been roughly standardised in 
recent years at about £370,000) have advanced substantially from 
£5,869,646 to £7,249,447. Provision for accrued taxation to date 
has been raised from £3,059,803 to £3,154,2944. In addition, the 
directors have set aside no less than £1,000,000 for future taxation 
(for 1944, the corresponding amount was £450,000) and their 
ultimate intention is evidently to cover future tax liabilities out of 
current profits each year. 

Stockholders will have no reason to begrudge this policy of in- 
creasing the company’s already great financial strength. Calculated 
after deduction of current tax habilities, net profits rose from 
£2,809,843 in 1944 to £4,005,154. Of the latter sum, the 55 per 
cent dividend absorbs {2,062,500 after tax, which is handsomely 
covered by earnings of 104 per cent. The margin to cover the 
future tax provision and the usual reserves for buildings (£250,000) 
and staff fund (£100,000) is generous indeed. And the credit 
balance of profit carried forward at £7,917,836, compared with 
£7,395,183 at the end of 1944, now exceeds the £74 million 
ordinary capital. 

These are most impressive results, and they have been achieved 
in a year in which the pressure of purchasing power greatly ex- 
ceeded the supplies of goods to meet it. The problem of stocking 
Woolworth counters last year must have been more formidable 
than at any time since the war began in 1939, and the easement, 
both in supplies and labour, cannot have been very considerable, 
even during the closing months of 1945. But the profits of the past 
year may be taken as an index of what should be possible when 
freer trading conditions are restored. The fall in the value of 
money presumably implies that: the Woolworth sixpenny limit has 
gone, never to return ; but the merchandising problems involved 
in changing to higher price ranges have been solved during the 
war. The §s. ordinary stock rose to 85s. 9d. on the announcement, 
at which price they yield £3 6s. per cent after allowing fer accrued 

ividend. Such a return plainly looks forward to the real possi- 
ilities of 9 restoration of the pre-war 65 per cent distribution, 
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Note Circulation Falling Fast 


The pace of return of currency from circulation in the past 
three weeks has broken all previous records. This week’s Bank 
return shows a decline of {10 million in the active circulation, 
which follows falls of £14 million and £16 million in the two 
preceding weeks. The total circulation, at £1,335 million, is now 
fully £45 million below its Christmas peak. Last year the post- 
Christmas reflux totalled only £24 million; in 1944 it was {21 
million ; and in 1943, £12 million. This very heavy rate of fall 
tends to confirm the impression that this year’s Christmas spend- 
ing must have reached quite abnormal proportions. The increase 
in the circulation from end-November to the Christmas peak 
was £52 million, or almost exactly the same as in 1944; but the 
actual Christmas demands in the earlier year were obscured by 
the upward secular trend. Allowing for this, it appeared that the 
true Christmas demand in 1945 might have been several millions 
greater. 

Now it seems evident that the underlying trend of the circula- 
tion is at last turning downwards. It is too soon yet, however, to 
assume that this necessarily means that there has been any sub- 
stantial relaxation of the pressure of public spending. Many 
complex social changes are now influencing the public demand 
for currency. Transitional unemployment, cessation of overtime 
payments, the return of women from the factories—these and 
similar factors affect both the size of the circulation and the 
volume of spending. Other factors, such as the re-union of 
families formerly dispersed in various parts of the country, 
reduce the need for currency but may actually increase the 
amount of spending, as homes are re-constituted and re-equipped. 
It is possible, too, that the recent waves of banditry and robberies 
are leading people who formerly have held notes to seck safer 
forms for their savings. And the psychological effect of the re- 
current note-exchanges and inquisitions abroad may even have 
been to produce some disgorging of notes by black marketeers 
and evaders. Such factors as these must play a Substantial part 
in the aggregate, but they hardly explain the very large move- 
ment of recent weeks. That must in the main be due to the return 
of an abnormal volume of Christmas currency. And, for the 
change in the secular trend compared with that of a year ago. 
the departure of the overseas forces must be mainly responsible. 


x * te 


Wyman and Sons Control 


The rise in the £1 Stock units of Wyman and Sons during 
the past six months or so has occasioned some comment in the 
market and in some sections of the Press. Last week the directors 
took the unusual course of*issuing a statement “to place before 
the stockholders such information as is known to us.” Their letter 
goes into considerable detail about the turnover in the company’s 
£280,000 ordinary stock. It records that transfers were registered 
last July at 22s. per £1 stock, but that the market bid price on 
January 8th was §2s. 6d.—at which, incidentally, the dividend 
yield was less than 2 per cent on the 5 per cent dividend paid 
for 1941-44, and slightly more allowing for the “medest in- 
crease” which the directors anticipate for 1945. . 

The chairman’s letter then discloses the turnover in the stock. 
During the six months to December 3, 1944, 106 transfers repre- 
senting £12,903 stock were registered; in the following six months. 
100 transfers for £15,698, and for the latest six months to Decem- 
ber last, 314 transfers for £43,755. These dealings led the directors 
to conclude that the marked interest in the stock was being 
“aroused and stimulated as a result of buying from one or more 
quarters.” It then appears that Mr Clarence Hatry approached 
one of the directors and some correspondence ensued. The chair- 
man’s letter states that Mr Hatry “ intimated that he and certain 
of his friends had purchased stock in the company, both with a 
view to acquiring a good investment and, if possible, to improving 
it by procuring the offer to the company of substantial printing 
contracts when normal conditions should return.” This approach 
received most careful consideration, but the directors turned down 
the proposal. 

But market interest in the company’s stock did not subside as 
the directors apparently expected. “It appears” (the circular 
proceeds) “from information which is in the possession of the 
Board that Mr Hatry and his friends are continuing to inspire 
purchases of the company’s stock, presumably with a view to 
obtaining control.” Mr. Hatry, for his part, has stated that he 
has at no time had any thought or intention of securing control o! 
the company. 

The market in Wyman stock is not very wide, and special buy- 
ing of the character described by the chairman had faised the pric: 
to such a level that it clearly contemplated some special advaniag: 
apart from immediate dividend expeciations. Although the facts 
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MARTINS BANK 


LIMITED 


STATEMENT OF ACCOUNTS, 
3ist December, 1945. 


LIABILITIES 


Capital paid up si. ee 4,160,042 
Reserve Fund ca = 4,100,000 


Current, Deposit and other accounts (including 


Profit and Loss Account) hid ee wv» 243,264,832 
Liability for Acceptances, Endorsements, etc. ... 668, 
£230, 192,930 
ASSETS 
Cash in hand and at Bank of England g £24,094,901 
Balances with, and cheques in course of collection 
on other British Banks ... io ee Se 10,482,347 
Money at call and short notice ... 2 a 11,104,000 
Balances with Banks abroad as oe 2 3,760 
Treasury Bitls Si bi a ids ee 5,020,000 
Treasury Deposit Receipts 65,500,000 
Bills Discounted... ni 43,822 
investments me sn aa lang Fin 68,653,440 
Advances to Customers and other accounts ... 33,824,475 
Bank Premises ie ao ih os ee 2,798,129 
Liability of Customers for Acceptances, Endorse- 
ments, etc. ; in es ax es 8,668,056 
£230, 192,930 
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about control appear to be inconclusive, it is well to remember 
that effective control—short of legal control—can sometimes be 
secured with appreciably less than a majority holding. In the 
exceptional circumstances, stockholders will be grateful for the 
chairman’s statement, not least because exceptional outside interest 
in a company’s affairs may have a challenging effect upon direc- 
torial policy. The £1 units have been an erratic market this week 
and were marked down from 53s. to 458. with dealings ranging 
between 538. 6d. and 4os. 
* * * 


A Flexible Bill Issue 


Further evidence has been given this week that the rigid 
war-time pattern of floating debt policy is in process of modifi- 
cation to meet the needs of the transition. At last week’s Treasury 
bill tender, as happened a fortnight previously, the authorities 
again under-allotted (by £10 million) the £130 million offer of 
Treasury bills. These under-allotments, though the first since 
1942, are not in themselves significant from the debt policy 
standpoint. They arise simply from over-estimation of Exchequer 
requirements. Since the amount of the bill offering is always 
announced a week in advance, errors of this kind are to be 
expected in the main revenue season. In each of the past two 
weeks there has been a much larger surplus of revenue over 
expenditure (£184 million in the week to January 19th and {£27 
million in the previous week) than at any time since 1939. 

The new feature of policy is that on each occasion the loss of 
bills caused to the market by the under-allotment has been made 
good by an increased offer in the following week. Yester- 
day’s offer, like that of January 11th, was raised to £140 million. 
This new technique suggests that the basic bill issue will be 


raised to £140 million—or beyond—as soon as the scasonal flow 


of revenue slackens. It would certainly be premature to conclude 
that the decision has been taken to regard the Treasury deposit 
receipt as purely a wartime instrument, and to convert the whole 
issue into bills (or longer-term securities) as and when ciscum- 


“stances permit. But the balance between bills and TDR’s !:as 


already shifted more substantially than is generally realised. 
During the greater part of 1944 and 1945 the outsianding volume 
of, tender bills was well below that of TDR’s, often by as much 
as. {£500 to £600 million. But early last December the bill issue 
became the larger of the two, and before this week’s repayment, 
when it still stood at its peak level of £1,820 million, the excess 
amounted to more than £200 million. Since end-August, when 
TDR’s reached their highest point, at £2,185 million, they have 
borne the whole impact of the decline in floating debt. They 
now stand some £575 million below the peak, whereas the tender 
bill issue, over the same period, has risen by £100 million, to 
£1,790 million. 
* * ® 


The Road Hauliers’ Case 


Road haulage employers have launched their campaign against 
nationalisation well in advance of the Government’s proposals. 
The British Road Federation, in a long and vigorous memor- 
andum, contends that there is no case for nationalising the road 
haulage industry, for several reasons: it is not a monopoly ; it is 
efficiently conducted; it has good labour relations; and it is 
already controlled by Government regulations and does not require 
any subsidy from public funds. 

Two of their principal arguments are the inefficiency of the 
Government’s wartime road haulage scheme and the failure of 
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the Northern Ireland Road Transport Board. Both these argy. 
ments are really rather beside the point. The hauliers’ maip 
criticism about the wartime scheme is that it was operated in the 
interests of the railway companies, and led to a large proportiog 
of goods traffic being conveyed by rail which could more efficiently 
have been carried by road. There is no reason to assume ip 
advance that, under peace conditions when wartime rubber and 
petrol shortages have ceased to operate, a central authority would 
automatically give preference to railway transport, though it is a 


‘crucial point to be watched if nationalisation takes place. But 


circumstances in Northern Ireland hardly afford parallel for this 
country. Its Transport Board worked at a loss, but largely be. 
cause it provided transport facilities far in excess of the needs 
of the population and industry, and did not provide the advan- 
tages of concentration which any centralised scheme is supposed 
to ensure. The Federation accepts the necessity of some measure 
of Government regulation on such matters as safety, wages, work- 
ing conditions and the stabilisation of rates, but maintains that to 
set up a State monopoly would inflate costs, inhibit enterprise and 
hamper efficiency in restoring exports. 

The difficulty is that any argument about the nationalisation of 
transport undertakings must be very much in the dark, until! the 
Government has given some indication of its plans. Apart from 
Mr Morrison’s statement that powers would be taken to nation- 
alise long-distance road haulage, together with the railways and 
canals, very little is known. The Labour Party’s origina! plan 
envisaged the setting up of a Road Haulage Board which would 
operate under a National Transport Authority, but the details 
have not been worked out. There does not seem to be any immi- 
nent prospect of nationalisation of long-distance haulage ; it will 
certainly not happen this year. It would be a highly complicated 
procedure for it is estimated that the 60,000 “A” and “ B” hauliers 
operate three vehicles each on the average. There does, however, 
seem to be a case for an independent inquiry into the organisation 
and efficiency of the industry. The suggestion, it appears, is not 
acceptable to the Government, though it has instituted similar 
inquiries into a large number of other industries. 


te *x * 


Refusal to , Deal 


Surprise was caused by the decision of the Stock | 


Exchange Council on Thursday last week to refuse permission to 
deal in 1,200,000 §s. ordinary shares of Douglas Holiday Camps. 
The refusal was not directed (one may infer) against the invest- 
ment merits of the shares, but marked instead the Council's 
lack of satisfaction with the marketing arrangements for the line 
of shares actually placed. Standard Industrial Trust acquired 
199,993 shares at 7s. 1}d., and these were to be parcelied among 
the London and interested provincial markets at about 7s. 94. 
London jobbers had arranged to meet applications for 1oo shares at 
8s. 1$d. These figures are not open to any real objection. But 
it happened that they were out of relation with the prospective 
dealing price if permission to deal had been granted. There 
were well-founded expectations of large orders at 12s. 6d. to 155, 
which simply could not have been satisfied from the supply of 
shares actually placed. 

Obviously those responsible for the placing had underestimated 
the public response to the issue. Revised marketing arrange 
ments have been made to the satisfaction of the Stock Exchange 
Council, by which an increased number of shares have been placed 
with the market at ros. Thus the issuers will benefit substantially 
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by disposing of a larger number of sliares at a higher price. This 
will be no small compensation for their abortive work and expense. 
But even the revised terms of the placing have caused the same 
sort of heart-burning as many recent placings have done, for 
investors in London and the provinces who were not in close 
touch with the market, have still been forced to pay a hand- 
some profit to “insiders” if they wished to obtain any shares. 
That is the reat crux of the criticism of the placing method as 
distinct from the offer for sale. The most careful distribution 
of shares im the market as a preliminary to the start of dealings 
may still give the appearance of an “ insiders’ kill” if public 
demand for a limited supply of shares drives the opening dealing 
price up im a scramble to buy. 
But a little clear thinking is necessary in this particular case. 
Assuming, first, that the shares had originally been marketed at 
something nearer the “ right price,” and, secondly, that none of 
the balance of shares was intended to be sold (which may or may 
not have been true in this particular case, though the Council 
presumably did not disregard the possibility), would a placing 
have been intrinsically inappropriate for a block of shares of this 
size and character? It is possible to go as wrong in determiming 
ithe optimum size and price of a block of shares marketed by offer 
for sale as by a placing, though the advantage remains, ever if 
such a miscalculation occurs, that the investing public has a more 
even chance of satisfying some part of its requirements at the 
offered price, and is not forced to bid inflated prices in a disorderly 
market. “Fhe Douglas Holiday Camp episode, indeed, does not 
add much to the “placings v. offers for sale” argument. If the 
inhibitions of the Capital Issues Committee with regard to offers 
for sale merely rested upon a demonstration of the unsatisfactory 
character of the placing method, they would have been swept 


m away long ago. 


x * * 
American Metal Tariffs 


President Truman’s reference to free enterprise in his Budget 
statement has attracted the attention of the international metal 
trade. Since it followed recent reductions in the United Sates 
Government’s contracts for foreign copper and zinc, the question 
is naturally being asked whether this move represents a major step 
in the switching over to private trading. Obviously, this would 
have important repercussions on the international metal markets. 

1 non-ferrous metals, except tin, are subject to high import 
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duties in the United States. Before the war, these duties isolated 
the American metal markets from the rest of the world, a state 
of affairs that gave the world markets of these products a highly 
artificial character. Thus, whife high cost producers in the United 
States were able to find a safe market, large amounts of metals 
produced in other countries at low cost appeared as surpluses 
which depressed extra-United States prices. A repetition of this 
experience could only be prevented by important reductions in the 
United States metal tariffs. Sooner or later such revisions may, 
indeed, prove indispensable. American demand for lead and zinc 
will in all probability continue to exceed domestic production. 
This would obviously justify an early revision of the tariff rates. 


There are, however, important obstacles to such a step. During 
the war the United States Government has stimulated high cost 
production by means of a premium system, which it intends to 
abanden from the middle of this year. Producers are already 
asking for subsidies to take the place of the premiums. This 
demand may not be met, but it is expected that together with the 
lifting of the premium payments the control over domestic metal 
prices will be eased to permit them to rise. As the lowering of 
the import barrier would undermine such price adjustments, 
American producers are opposed to any tariff reductions for the 
time being and they have expressed their views very firmly during 
— debate on the renewal of the Reciprocal Trade Agreements Act 
ast spring. 


In regard to copper the prospect of early tariff reductions is 
more unfavourable than it is in lead and zinc. Here United 
States production, provided that sufficient mine labour is available, 
can still meet the whole of the country’s requirements. Yet, in 
view of the serious dislocation of the international copper trade, 
the integration of the United States into the world market by a 
reduction or elimination of import duties, appears to be of primary 
importance. It is, indeed, difficul: to expect a major recovery of 
the international copper trade without the opening of the United 
States market, especially since the German and Japanese markets, 
formerly two of the most important, will be strictly curtailed 
for some time to come and because the potential output of copper 
outside the United States has been further increased during the 
war. As long as the United States Government continues te import 
large quantities of foreign metals the maintenance of the American 
tariffs will not be reflected on the international markets. The 


resumption of private trading, on the other hand, would seon 
revive the old difficulties. 
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COMPANY MEETINGS 


MIDLAND BANK LIMITED 


INDUSTRY’S POST-WAR NEEDS 
ASSISTANCE BY THE BANKS 
LORD LINLITHGOW’S STATEMENT 


The annual general meeting of the Mid- 
land Bank Limited, will be held, on the 
3oth instant, at the Head Office, Poultry, 
London, E.C 

The following is an extract from the state- 
ment by the chairman, The Most Hon. The 
Marquess of Linlithgow, K.G., K.T., on 
the report of the directors and balance sheet 
for the year to December 31, 1945:— 

It is right that I should begin my remarks 
with a warm tribute to the staff. During 
the war, well over 8,000 men and nearly 400 
women went from the Bank into the various 
services. I grieve to say that 420 men have 
laid down their lives in the cause of free- 
dom. Others, numbering 25, lost their lives 
as civilians through enemy action on the 
home front. 


THE PAST YEAR 


The past year has seen the beginning of 
the change-over from war to peace condi- 
tions. Already there has been a matked 
increase not only in the volume of routine 
work, but also in the number of propositions 
and inquiries placed before us; there is no 
doubt reconversion is gaining momentum. 
A particularly gratifying revival is shown in 
the business of our overseas departments. 

The general growth of activity is putting 
an additional strain on our restricted s 
but we are proud to be able to supply a 
complete and flexible banking service, which 
will meet the needs of peace as it has of war. 


It was a special happiness to resume 
contact with our Channel Islands branches 
immediately after their liberation. The 
Islanders have expressed warm appreciation 
of the service rendered by our branches 
during the occupation, and of the arrange- 
ments made to assist in the speedy return 
to peace-time conditions. 

eaciaied tamingaid ap capital. Althows? 
amount equal to the paid-up capital. ug 
deposits deciined Siematily in assOciation 
with changes in the Government’s borrowing 
arrangements, the trend still appears to be 
upward, and the total on December 21, at 
£1,060 millions, shows a rise of £56 millions 
on the year. More significant, perhaps, is 
the recovery in advances, which now exceed 
£175 millions, and stand at the highest level 
for four years. This movement is clear 
evidence of the re-expansion in peace-time 
industry and trade. 


VICTORY AND OPPORTUNITY 


The experimental spirit has been at work 
in the field of finance no less than in other 
branches of our national life, and the war 
has pressed forward the incorporation of 
monetary management within the general 
scheme of economic direction to the end of 
greater steadiness and general prosperity. 
The process has reached out to affect the 
banking svstem in several ways, through 
the close inter-action of public and private 
finance and increasing co-operation between 
Government authcrities, the central bank and 
the commercial banks. Government had 
already become responsible for determining 
the total of bank deposits; it has intervened 
more and more actively in the determination 
of interest rates, and through them of capital 
values; it has concerned itself directly with 
the allocation of the community’s capital re- 
sources and the lending capacity of the banks. 

As you know, a change is shortly to take 
place in the constitutional relations between 
the authorities and the banking system. Fort 


a very long period, including two great wars 
which imposed unexampled financial strain, 
the people of Britain have enjoyed immunity 
from banking failures—a record unsurpassed, 
if not indeed unequalled, in any other part 
of the world. This fact has fostered such 
ingrained confidence among the public in 
the security and ready availability of money 
placed with the banks that the changes, 
brought about by proper constitutional pro- 
cess, have been unaccompanied by any sign 
of active concern or uneasiness as to the 
maintenance of so fine a record. I think 
we may legitimately take it as a silent tribute 
to the banks, as well as to the intentions 
of the Government, that no untoward 
reactions have been seen from so delicate 
a legislative project. Our own experience 
testifies the more completely to this inference 
when we remember that in this bank alone 
there are a vast multitude of accounts, quite 
apart from the many hundreds of thousands 
of small savings accounts, on which the 
customer’s balance is less than a hundred 
pounds. 


WELL-GROUNDED TRUST 


The same gratifying observation can be 
made when we take a wider view. Over 
the years, bankers, Treasury officials, traders 
and business men generally in all parts of 
the world have come to accept without ques- 
tion the security of funds placed in London 
and to recognise in the most practical way 
its incomparable services in international 
commerce. It is this that has laid the founda- 
tions for what we now know as the sterling 
area; it is this element of well-grounded trust 
which has led not only various parts of the 


Empire and foreign countries closely asso- . 


ciated with Britain in mutual trade, but 
others of more remote connection, to use 
London as the principal agency for their ex- 
ternal financial operations. They do this, 
not under any pclitical pressure or because 
of influence exercised by one Government 
upon another, but simply as collections of 
shrewd and well-informed individuals assess- 
ing with complete realism and proper self- 
interest the facts and the prospects in Britain 
and elsewhere. 

It would be a sad day for the City of 
London, and a sad day for the nation, which 
needs its earnings on the balance of inter- 
national payments, if her credit in the eyes 
of the world were to be shaken; and this 
in itself, quite apart from Britain’s reputation 
for integrity, is one of the strongest guaran- 
tees of the continued soundness of sterling 
and the sustained efficiency of the British 
banking system. Here, too, there has happily 
been no sign of uneasiness abroad as to the 
effects of the constitutional changes. 

I am sure you would wish me to express 
publicly the firm determination of the board 
and management of this bank to work loyally 
and progressively within the new frame- 
work. It will be our constant endeavour, 
now no less than in the past, to give the 
best possible service to the public at the 
lowest practicable cost—to achieve the 
highest common factor between our duty, as 
One part of a flexible monetary system, to 
the community as a going concern in its day- 
to-day business and our responsibility in the 
capacity of custodian of the liquid money 
resources of our customers. 


ADAPTABILITY OF THE FINANCIAL SYSTEM 


I used just now the word “ progressively ” 
because it is not, I think, always realized 
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how highly responsive the banking system 


has been to the changing needs of 4. | 
country’s business. A hundred years ago ;, _ 
was in process of developing the mechanigy, | 
of cheque payments to replace the mo, 


cumbersome and uncertain method of 5; 
settlements. It devised overdraft lending 
as a more flexible and economical form of 
accommodation than the bill of exchange, |; 
consolidated its structure to meet the need; 
and secure the economies of large-scale enter. 
prise, while retaining through widespread 
branch systems its responsiveness to th 
requirements of local enterprise. It evolved 
a technique of overseas remittances ani 
financing of international trade, with a servic. 
of information, which has been the admiration 


of the world and has made a substanty © 


contribution to the national income. 


Coming to quite recent times, we see th: 
same process of adaptation going forward 
Two years ago my predecessor announce 
the readiness of this bank to consider, jp 
the interests of post-war business enterprise 
applications for advances “based as much 
upon the character, integrity and busines 
capacity of the borrower as upon the exten 


and nature of his own material resources” / 


and already the total amount of these small 
“special advances” exceeds one-and-a-half 
million pounds, while their number has mn 
into four figures. The past ycar, moreover, 
has seen the establishment of two new financ: 
corporations, each with special functions in 
the promotion of business enterprise and 
improvement, and the banks have gladly 
undertaken to play their part in the provision 
of necessary funds and in ancillary tasks of 
co-operation. Further to ensure adaptabk 
service, we in this bank have lately held 
meetings of our managers throughout th 
country for considering post-war busines 
conditions, problems and needs. In all this 
kind of thing the banker is looking beyond 


balance sheets, technical borrowing arrange- | 
ments and the figures on a customer's account 1 
to the reality of economic effort and achieve- | 


ment that lies behind them—the mill, th 


factory, the farm and the shop, all operated | 
by human beings with their individu | 


capacities, ambitions, joys and tribulations. 


CONSULTATION AND COLLABORATION 


Even though the State, both positively and 
as a restraining, controlling force, is taking 
nowadays a far larger part than ever before 
in the economic life of the nation, privat 
enterprise has still a wide field of operation. 

securing of our livelihood, as a nation, 


in a competitive world requires the fullest | 


exercise of the old and tried qualities of 
imagination and readiness to venture persona 
fesoufces, and for this a reasonable degit 
of continuity in Government policv is i 
dispensable. Accordingly we may welcom 


the progressive development of the practic | 


of laying before the public, in advance of 
legislative action, statements of official inten! 


in respect of different sections or aspects o 
economic life. We may look, moreover, {0 | 


continuing interchange of information am 
ideas between Government departments a 
representative organs of industry, trade an! 
finance. 

In consultation and collaboration, 
terms of mutual confidence and trust, is © 
be found the way to more effective use of th 


nation’s assets for the general good. We "1 


this country are not blessed with a super 
abundance of natural resources, but we hav 
the priceless asset which consists in i 
capacity to work together for a commo 
purpose, and to maintain unity without i 
sisting on uniformity. e have, in govefi 
ment, in management, in labour, high qual 
ties of ingenuity, courage and resolve whic 
just as they have raised our standard of livin? 
in the past and carried us through the crs* 
of war, can bear us forward through th 
turmoil of surrounding conditions to a 
era of national welfare in which all @ 
share—a new framework of economic 3" 


social relations which we can be proud © 


hand on to succeeding generations lon 
with the liberty we have struggled, tw 
wishin a generation, to safeguard. 
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LLOYDS BANK LIMITED 


THE AMERICAN LOAN AGREEMENT 
AN ONEROUS BURDEN 
LORD BALFOUR OF BURLEIGH’S VIEWS 


The annual general meeting of Lloyds 
Bank Limited will be held, on the Ist 
proximo, at the Head Office, 71, Lombard 
Street, London, E.C. 


The following is an extract from the state- 
ment of the chairman, the Rt. Hon. Lord 
Balfour of Burleigh, D.L., circulated with 
the report and accounts :— 


My lords, ladies, and gentlemen,—The 
year which has passed since our last meeting 
will have a prominent place in history. Un- 
conditional surrender was enforced by the 
United Nations upon their enemies in the 
West and in the East. We recall with pride 
the contribution of our country and of our 
Empire to the common victory. When we 
remember the gallantry of our armed forces, 
the endurance of our people, the ingenuity 


>of invention, the quality of production, and 


by the giory of leadership in civilian life at 
home and in battle the world over, by land, 
by sea, and in the air, surely pessimism 
is out of place. 


RESIGNATION OF LORD WARDINGTON 


Reference must be made to the resignation 
on December 31 last of Lord Wardington 
as chairman, an event which was forecast 
in a public announcement made during 
November. Lord Wardington has been a 
director of the bank since 1903, he became 
deputy chairman in 1909, and has filled the 
chair with distinction for no less a period 
than 23 years. 


Although he has thought it necessary, in 
view of his advancing years, to relinquish his 
duties as chairman, his colleagues are de- 
hghted to feel that they retain his valued 
presence as a member of the board. It is 
not possible in the course of a short statement 
adequately to pay tribute to the work which 
he has done over so many years and members 
will have an opportunity of placing on record 


their appreciation of his great service to the 
bank. 


BALANCE SHEET FIGURES 


Turning to the profit and loss account and 
balance sheet, our profit at £1,630,000 is sub- 
stantially the same as last year. Our current, 
deposit, and other accounts have shown a 
further expansion and are £48,000,000 higher 
at £868,000,000. 


On the assets side our bills—principally 
Treasury bills—show an_ increase of 
448,000,000. You will realise that Treasury 
deposit receipts, although showing a fall of 
£25,000,000, are still our largest asset at 
£290,000,000. The rate of interest on these 
was reduced in October last from 14 per cent. 
to § per cent., and this reduction will inevit- 
ably have a serious effect upon our future 
earning capacity so long as such a large pro- 
portion of our resources has to be employed 
nn that manner, Our investments are up by 
417,000,000, and there is a gratifying increase 
DI 413,000,000 in our advances to customers. 
We are ready and anxious to assist commerce 
and industry in developing peace-time activi- 
ies and to provide facilities for financing the 
ountry’s vital export trade. 


The principal changes to which I have 
eferred in our balance sheet do not reflect 
€ position which has existed during the year. 
€ reduction in the interest rates announced 


in October, the closing of the tap issues, and 
the Thanksgiving Weeks all contributed 
towards the reduction in our deposits and a 
substantial decline of the Government’s 
demands upon the banks for Treasury deposit 
receipts. It was, therefore, only during the 
last three months of the year, when we were 
not called upon so heavily, that we were able 
to increase our holding of Treasury bills and 
enlarge our holding of investments. 


While referring to the balance sheet it might 
be appropriate to emphasize the fact that in 
the presentation of our figures we have con- 
tinued in the main to follow the recommenda- 
tions of the Cunliffe Committee, one effect of 
which is to show our true loans and advances 
to customers—all extraneous items, such as 
items in transit, balances with banks abroad, 
and other assets and accounts being shown 
under different headings. These facts should 
be borne in mind when making comparisons 
of our figures with those of other banks. 


ANGLO-AMERICAN FINANCIAL AGREEMENT 


Referring to the financial agreement with 
the United States, conscious as we are of the 
good comradeship of our American ally and 
the perfect partnership achieved between us in 
war, I feel bound to record my view that the 


(financial burden we have been asked to assume 


is disproportionately onerous and the period 
within which current sterling receipts are to 
become freely convertible is dangerously short. 
Such terms were rendered acceptable only by 
the inclusion in the financial agreement of 
Article 12, which gives us the right to require 
reconsideration of any of the provisions should 
the conditions of international exchange justify 
it; this should eliminate any risk of our being 
forced into default due to a failure of our 
American friends to play their part as a great 
creditor nation. The responsibility now is 
theirs to be ready not only to lend abroad, 
but also to receive a greatly increased volume 
of imports. 


The magnitude of the problem facing the 
Americans can only be understood when we 
remember that the whole of, their specially 
created war production was superimposed 
upon their normal peace-time production, 
which had not to be curtailed as was the case 
here. If unemployment is to be avoided, this 
huge productive power must be absorbed by 
rising standards of living, not only in the rest 
of the world, but also in America herself. As 
for us, our major problem is to reconvert our 
industry to the arts of peace and to raise our 
efficiency as rapidly as possible to the highest 
pitch. Only so can we hope to secure on 
competitive terms our full share of the im- 
mense export trade which will be at our com- 
mand if the way can at last be opened to 
trade that is genuinely free. Lord Wardington 
in past years has frequently stressed the 
importance of exports, and it cannot be re- 
peated too often that unless we can export 
we cannot maintain, let alone raise, our 
standard of living. 


BRETTON WOODS 


With our export trade in view, therefore, 
we cordially welcome the Bretton Woods 
Agreement, the first international attempt in 
history to secure stable exchanges in the inter- 
est of international trade other than by the old 
rigid gold standard. Article VII of the agree- 
ment, dealing with “scarce currencies,” 1s 
specially welcome as an earnest of American 
good intentions. A valuable part of the 
agreement is the establishment of the Inter- 
national Bank for Reconstruction and 
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Development, the operations of which, if they 
can be set in motion quickly, should be of 
assistance in tiding over the difficulties of free 
convertibility of sterling at so early a date. 

We are also able unreservedly to welcome 
the American proposals for consideration by 
the forthcoming international conference on 
trade and unemployment, reassured as we 
have been that we shall enter the negotiations 
completely free of any prior engagement or 
implication which might have been harmful 
to inter-imperial trade relations. 

Summing up the net result of the financial 
agreement, the Bretton Woods Agreement, 
and the American Agenda for the Trade Con- 
ference, which must be taken as a whole, I 
would say that, disappointing as the financial 
agreement may seem to us as a reflection of 
the common effort which led to the common 
victory, the arrangements none the less are 
full of hope and promise for the future; it 
is to the future that we now must turn with 
confidence and determination. 


BANK OF ENGLAND BILL 


At home a general election has resulted in 
the return for the first time in our history of a 
House of Commons predominantly Socialist. 
The first fruits of the event, for us, have been 
the introduction into Parliament of the Bank 
of England Bill. At the time this statement 
goes to the printer the Bill has been passed by 
the House of Commons with minor, though 
to us helpful, amendments. While it is 
necessary to suspend final judgment until the 
Bill has found its way on to the Statute Book, 
I may perhaps be allowed to say that I do 
not expect any particularly good results from 
the Bill; whether the introduction of a certain 
rigidity where formerly there was flexibility 
will do harm, the future alone can show. It 
goes without saying that the joint-stock banks 
will continue willingly and cordially to co- 
op€erate in the national interest with the Bank 
of England and with the Treasury, as they 
have never failed to do in the past. 


Cohen Committee Report.—The report of 
the Cohen Committee appointed to make 
recOmmendations for the revision of the Com- 
panies Act, recently published, is of outstand- 
ing interest and importance. I welcome the 
decision of H.M. Government to implement 
the report by legislation, but I hope that the 
details will be very carefully scrutinized and 
considered in the light of what is really prac- 
tucable and reasonable, particularly the much 
discussed nominee question. If the mew Act 
is to be thoroughly workable and not to 
hamper or be unduly restrictive of legitimate 
and honest business, some simplification of the 
more involved and complicated proposals is 
desirable. 


TRIBUTE TO STAFF 


No fewer than 5,136 members of ow staf? 
have served in H.M. Forces or in industry 
during the war period, with the result that a 
very heavy burden has been thrown upon 
those who have remained in the bank. With 
the aid of the temporary staff the work has 
been carried on, often under the most trying 
conditions, with conspicuous success. I would 
like to express our appreciation and thanks 
to all members of the staff for their great 
contribution to the national effort, whatever 
part each may have been called upon to play. 


A special tribute should be paid to our 
managers and staff in the Channel Islands, 
who carried on the business of the bank so 
heroically during the German occupation; we 
are full of admiration for the qualities which 
they displayed. We mourn the loss of 333 of 
our staff who have given their lives, and our 
sympathy goes out to their relatives in the 
grievous loss which they have sustained. 
Decorations have been awarded to 120 mem- 
bers of the staff and 189 have been men- 
tioned in Dispatches. We have been pleased 
to welcome back to the bank 1,227 of our 
staff from the services, and we look forward 
to the time when the remainder will be re- 
leased and will rejoin their colleagues. 


ie: é &s 
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NATIONAL PROVINCIAL BANK LIMITED 


FURTHER EXPANSION 


RE-EQUIPMENT OF INDUSTRY 
MR COLIN F. CAMPBELL’S VIEWS 


The 113th annual general meeting of the loans will make substantial inroads into 
National Provincial Bank Limited, will he banking profits, which can only in part be 
held on the 31st imstant, at The Head Office, offset by the changes in the rates allowed 
15, Bish ate, London, E.C. by the commercial banks on current and 

The following is an extract from the state- deposit account moneys. Whilst dealing with 
ment by the chairman, Mr. Colin F. Camp- the subject of the earning capacity of the 
bell, circulated with the report and accounts banks, I would venture to remind J that 
for the year ended December 31, 1945:— in maintaining our service at a level of a 

The expansion in our balance sheet figures efficiency we have had to bear subs y 
has continued during the year. Current, increased costs, yet in spite of this, the com- 
deposit and other accounts have increased by munity has obtained banking service at 
£29,438,075 to £619,350,015. The liquid charges which generally have certainly not 
position is maintained. Cash, short money increased over those current in war days. 
and bills are respectively £70,415,022, This should give customers of English banks 
£36,792,670 and £35,077,832, giving a total solid ground for self-congratulation. 
of £142,285,524. Treasury deposit receipts 


amount to £200,000,000 and investments, CHANGE OF GOVERNMENT 
ostiy British Government securities, to 
1496352,39). Advances now stand at The past year has brought us not only to 
£130,915,575, an increase of £16,413,437 the end of the war, but also to a change of 
since the last balance sheet. Government. The new Government, freely 
The net profit for the year is elected by the people, is embarking upon a 
£1,356,025 4s. 4d., against £1,270,670 5s. 4d. | Programme of nationalisation which, as you 


ti are aware, includes nationalisation of the 
ae anoles Bong ge eo ae oA. Bank of England. The intimate and friendly 
making the total available on profit and loss relationship which has existed between the 
account {2,025,353 6s. 8d. An interim divi- Bank of England and the clearing banks is 
dend has already been paid, and, with a well known, and I see no reason to suppose 
final dividend at the same rate, the total that this will not continue. Nor do I antici- 
required for the year is £710,956 4s. The pate that the normal day-to-day working of 
iieoias allocations are proposed: To bank the joint stock banks will be affected. 
premises account, £100,000; to pension fund, For some years now we have been the 
£150,000; to war contingencies fund, most heavily taxed country in the world. 
£250,000, leaving £814,397 2s. 8d. to be About 46 per cent. of Government expendi- 
carried forward. ture ae rn met by taxation. In addition 
THE OUTLOOK to that, about {10.000 million have been 
‘ : saved and lent to the Government. Our 
enotmons capendivare which todern war national debt has increased from {8,000 mil- 
entails would cause substantial expansion in “hom in aid ee aa taee milion at March 
bank figures. The deposits of the clearing 31+ 1945. The recent shght alleviation of the 
banks have more than doubled Of the tax burden is welcome, but it is to be hoped 
increase about 10 per cent. is represented that substantial reductions in our national 
by increased cash holdings, ead at one time expenditure will soon justify more relief, 
no less than 77 per cent. was represented*by 
money lent to the Treasury on deposit re- ACUTE SHORTAGE OF GOODS 
we ee = oe eon _ - ~ The shortage of both capital and consumer 
entirely changed (our own following the goods is acute. Without proper self control 
general pattern). Whereas at December 31 ane a ve cannot be avoi nye oa I 
1938, advances represented 44.9 per cent. of u ¢ to see a more general realisation 
our deposits, they appear in the balance sheet Of the truth that an adequate supply of all 
now before you at 21.1 per cemt., after being goods in the home market is the surest 
as low as 18.4 per cent. : protection against such inflation. ft is a 
On October 26, 1939, bank rte was re-  DReton, too, sasinwe Black, markets and 
duced from 3 per cent. to 2 per cent., at in the past the ability +6) aneidhare ‘ prt 
which level it has since been maintained. ial s de based | 
The influence of the low rate has enabled ane tort ee etna hone egely 
His Masry Government to rise themoney 94, PToauetion for substential home market 
required to, ror the war at a price whi show that , 
has been to the benefit of the country as a 193 tha Seats soos or ee 
: _ than $s repr com- 
woke, andthe operations af the Treswury paratively gmail "amounts of very” diverge 


, . products. An active home market may in 
upon its advisers, the Bank of England. mafly cases prove to be essential to produe- 


EFFECT OF LOW RATES tion at competitive prices. 

So far as the Commercial Ranks are con- It is right and proper that emphasis should 
cerned, low rates usually mean a diminution | be put on the went need for exports. The 
of the ratio of profit margins. That situa- rous and timely introduction of Lend- 
tion has been further straitened by the reduc- se by the U.S.A. under the leadership of 
tion in the rate paid by the Government that great statesman, the late President 


to 

; eipts. Ther Roosevelt, was a substantial and essential 
ee aaa eee the ie contribution to victory. But now we are 
ta take up these Treasurv deposit receipts, faced with the fact that it very seriously 
and although at times the ‘[reasury’s require- | Teduced our export trade, which for the first 
ments may have been inconvenient to the ne months of 1945 was. in volume, at the 
have mever failed the ttc. of only 42 per cent. of 1938. In addition 
, I think, is a noteworthy to this we have realised ever £1,000 million 
be of foreign assets and increased our overseas 

liabilities by more than twice that amount. 


by 
the Treasury deposit rete BANK READY TO HELP 


I 4 To-day our mdustries need time and facili- 
Coat. Ger “Teckaaty Gila “ad diate aes ties for reconversion and re-equipment. All 
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obstacles should be removed. They neeg 
also—and this cannot be too strongly empha. 
sised—cheap and abundant supplies of cog] 
which, at present, is our chief source of 
power. This should be recognised as one 
of the most urgent problems of the 
moment. In the reconstruction at home, and 
in the drive for increased exports, this bank 
is ready to take its full share. As you know. 
we have co-operated in the establishment of 
two new companies, whose objects are to 
provide for industry finance of a type which 
cannot properly be supplied by the banks, 
It is confiden anticipated that these 
institutions will play an important part in the 
provision of the long-term finance needed by 
industry, 


The balance sheet before you indicates that 
we have met the first call made upon us as 
shareholders by the Industrial & Commercial 
Finance Corporation, Ltd. 


oe forbids more than a passing reference 
to the dollar position, which has received so 
much prominence since the termination of 
lend-lease. The shortage of dollars is one 
aspect of the price of victory. We need many 
things that only dollars can buy to help us 
to start our peace-time production. We could 
not for a considerable period provide in 
sufficient volume either visible or invisible 
exports with which to acquire dollars In 
these circumstances we had no choice but tc 
borrow on the best terms we could obtain. 


It is clear to all thoughtful people that, 

ess the countries of the world can co- 
operate on a friendly basis, we face disaster. 
The United Nations Organisation is a wel- 
come and necessary recognition of this fact. 
It is recognised, too, that international trade 
is am essential factor im increasing the well- 
being of the citzens of all countries and that 
for such trade to prosper there must be 
stability between the various national cur- 
rencies. The sterling area is a good example 
of the achievement of such stability within 
a group of countries. We have also entered 
recently into monetary agreements with most 
European countries, following their libera- 
tion. Each of these bi-lateral agreements 
contains a proviso that it shall be subject to 
revision should either party, during its cur- 
rency, adhere to a general international 
monetary agreement: which brings us, of 
course, to Bretton Woods, 


BRETTON WOODS PROPOSALS 


The Bretton Weems povuposels have as their 
object the provision something very !ike 
a world central bank for national central 
banks. The acceptance of the proposals 
involves in some measure the surrender of 
independent action. For its success, it de- 
pends upon the establishment of an entirely 
new freedom in international trade. We are 
very far from the conditions under which 
Bretton Woods can be an unqualified success. 
International co-operation in this matter 1 
essential. If the necessary conditions are 
achieved, the International Monet Fund 
may well prove to be the best financial 
machinery for the development of intet- 
national trade. 


We have paid dearly for victory and fot 
the cause of freedom. Not only has ou! 
country suffered serious material damage and 
our standard of life been reduced to a lowe 
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WESTMINSTER BANK LIMITED 
INDUSTRY'S POST-WAR NEEDS 
THE HON. RUPERT E. BECKETT’S STATEMENT 


The annual ordinary general meeting of 
Westminster Bank Limited, will be held on 
the 30th instant, at 41, Lothbury, London, 


C. 

The following is an extract from the state- 
ment by the chairman, The Hon. Rupert E. 
Beckett, circulated with the report and 
accounts :-—— 

The accounts for the year 1945 reveal a 
position of strength and liquidity. The total 
of current and deposit accounts in the balance 
sheet shows an increase of some £43 millions 
over the previous year’s figures. The increase 
for the year would have been considerably 
higher had it not been for substantial with- 
drawals in October and November last, when 
the public made large investments in the 2} 
per cent, National War Bonds 1954/56 and 
3 per cent. Savings Bonds “B” 1965/75, in 
anticipation of the withdrawal ot these tap 
issues from the market, which took place 
on December 15 last, Those increased 
deposits have been directed for the most part 
into liquid assets, such as cash, bills, and call 
money, and into invastments, and there has 
been an increase of nearly £8 millions in 
advances. We are pleased to see this evidence 
of some expansion in trade and industry, but 
it occurred late in the year, the average 
advances for the past year recording an in- 
crease of only £0.2 millions. 


BEST RESULT SINCE 1939 


The results of our trading, as shown in 
the profit and loss account, after providing 
for all taxation including national defence 
contribution, disclose a profit of £1,405,592, 
against £1,366,907 for 1944—an increase of 
£38.685—and is the best result since 1939. 
We have declared the same dividends as for 
1944, and made similar allocations, namely 
£300,000 to Officers’ pension fund an 
4,300,000 to bank premises reinstatement and 
ebuilding account. 

It cannot yet be accurately determined 
in which direction future bank profits will 
end as some new factors have to be reckoned 
ith. The Government, in pursuance of a 
heap money policy, decreased in October 
last on the rate on Treasury deposit receipts 
tom If per cent. to 8 per cent., and on 

reasury bills from 1 per cent. to 4 per 
ent.; the call money rate has followed suit 
© the latter. Under these three heads no 
ess on the average than 48.79 per cent. of 
Dur total of money lodged was employed 
furing the past year, and it is obvious, there- 

ore, that these changes will bring about a 
ubstantial depletion of our income. The 
learing banks have met this to some extent 
by eliminating interest allowed on current 
ccounts and making a uniform rate of 4 per 
ent. allowable on deposit accounts. 

NATIONALISATION UNCERTAINTIES 


The nation has recently elected w office 
Socialist Government, which seems bent 
bn pressing forward with all speed its pro- 
yamme of nationalisation for many major 
hdustries, whilst private enterprise is to take 
fcond ane as a firm monies it the 
oven success private enterprise, I can- 
ot but feel that the Government is putting 
he emphasis in the wrong place. 
The Bill to nationalise the Bank of Eng- 
nd includes in its provisions (Clause 4) 
Ower to direct the banks. ne eae of 
Mis country have a reputation to 
One throughout the world. They have 
vithstood the searching blasts of two world 
ars, and so recently as May and August of 
St year received the thanks of two Chan- 
llots of the Exchequer, the past and the 
sent, for their services during the war. 
y then are the activities of the commercial 
anks to come under the dead hand of 
Cialdom ? If the justification is that the 
ational interests will be better served, the 


‘ 


banks have proved themselves time and time 
again willing to follow the lead of the Bank 
of England in forwarding national ends, and 
over a period of many years of commercial 
banking I cannot recall any occasion upon 
which they have failed to respond. Now, 
powers have been assumed to “direct” the 
policy of the commercial banks, and I can 
foresee difficulties arising in the future be- 
tween banker and customer unless great care 
and restraint afe used in the exercise of these 


Industry as a whole is in a state of per- 
plexity and indecision at present, at the very 
time it needs every aid and encouragement 
to go forward. My own view is that the 
progress and development of industry should 
have been pre-eminently the Government’s 
first concern, with such a radical change as 
natiOnalisation of some of our basic industries 
imaugurated only gradually and as circum- 
stances proved themselves propitious. But 
nationalisation is being pushed ahead. Some 
industries already know their destiny— 
whether they come within the orbit or out- 
side it; others still anxiously await a Govern- 
ment pronouncement as to their fate. Even 
for those that are in course of nationalisation 
a long period of delay must ensue before 
the whole rigmarole of detailed working 
arrangements is settled, whilst in the other 
cases their future is marked by paralysing 
uncertainty. Meanwhile, progress hangs fire. 

THE AMERICAN LOAN 

Now a few words on the loan proposals 
recently discussed in Washington. I think 
these proposals are on the right lines. I am 
prepared to accept the view that there was 
no alternative to the loan. Some critics sug- 
gest that we could, in our dilemma, turn to 
our Commonwealth and Empire to help us 
out successfully, but, with all the goodwill 
in the world, this course would prove to be 
unavailing, for at least two sound reasons. 
First, it would mean economic war between 
dollar and sterling blocs, with friction with, 
and possible estrangement from, America— 
and this at a time when unity, harmony and 
co-operation throughout the whole world are 
the vital watchwords, not only for world pro- 
gress, but fundamentally for world security. 

Then, it is said that Bretton Woods takes 
us back again to the gold standard and is 
therefore anathema. For my part, I take the 
same view as Sir John Anderson, who says, 
“this scheme does not involve any return 
to the gold standard. In fact it does not 
involve any return to anything.” It is, 
i ; a new and original essay to solve an 
old and obstinate problem. The essence of 
the gold standard was to ensure stability in 
currency exchange, so that business men the 
world over could enter into commitments 
with reasonable certainty that they would 
not have to run undue risks and face losses 
on account of wide currency fluctuations. 


‘Under the gold standard, any oar — 


able to depreciate its currency at w 

in actual practice countries one after another 
devaluated as part of their remedy to adjust 
any serious adverse balance of payments. 
Competitive devaluation set in, each country 
acting as it thought in its own best interests 
and having little regard for external reper- 
cussions. The result was inevitably a con- 
traction of world trade, deflation, unemploy- 
ment and social hardship. 

CHAOS TO BE REMEDIED 


Now, as I see it, Bretton Woods proposes 
a solution to this problem in two ways. 
First, in conjunction with the activities of 
the International Bank for Reconstruction 
and Development and the easing of tade 
conditions which is the objective of the forth- 
coming International Conference on Trade 
and Employment, a much improved founda- 
tion for world trade should be laid, with 
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greater international consultation, co-opera- 


tion and co-ordination. And secondly, the 
Bretton Woods provisions seek te ensure that 
if, notwithstanding better organised trading 
conditions, and notwithstanding also the 
support which the fund affords to a country 
in difficulties with its trade balance on cur- 
rent account, devaluation becomes necessary. 
then it shall be effected in a gradual, precise 
and orderly fashion, with the minimum of 
upset to the economies of other countries. 
In other words. the chaOs caused by unilateral 
devaluation is now sought to be remedied, 
first, by ensuring better and more settled 
trading conditions tw minimise the need for 
devaluation, and, thereafter, to blunt the keen 
edge of devaluation for the world in general. 

There are some people who aver that under 
the present plans we are sounding the death 
knell of Imperial unity. But ties of blood 
and intimate long-founded trade relation- 
ships are not so easily disrupted. It is true 
that Imperial Preference will come up for 
consideration at the projected trade con- 
ference, with a view to its reduction, but 
only in conjunction with other forms of trade 
restriction and discrimination A process of 
bargaining is to be initiated between mem- 
bers and only arrangements which are con- 
sidered mutually satisfactory will become 
effective. No one will be expected to modify 
a preference or reduce a tariff except for 
a quid pro quo. The aim is, of course, to 
secure a general elimination or mitigation 
of the obstructionist effects of trade barriers, 
and if Imperial Preference makes some 
sacrifice in this direction, compensation 
should be forthcoming to the Empire and 
to ourselves by way of freer access to the 
vast American and other markets. 

PROSPECTS OF RECOVERY 

It has been suggested that the amount 
of the loan has been “ cut somewhat too fine,” 
and when our prospective unfavourable 
balances for the immediate years ahead (as 
set out in the “ Statistical Material”: White 
Paper Cmd. 6707) are examined, this view 
seems justified. Exchange control on current 
payments is now to be relinquished within 
one year Of the effective date of the agree- 
ment, where previously, under the Bretton 
Woods scheme alone, the extreme limit was 
five years. It is true that the prospects of 
recovery are greatly enhanced by the loan, 
but it is now estimated, in the White Paper, 
that exports must rise to some 75 per cent. 
in volume above the pre-war level if we are 
to attain equilibiium without resort to mea- 
sures of restriction. It is obvious, therefore, 
that speedy and all-out effort for our re- 
covery is demanded, with the main emphasis 
on Our exports, which must attain an un- 
precedentedly high peak. In the success of 
this all our hopes are centred. 

There remains, I think, one other point 
that calls for comment. The original e 
for an international clearing union, presented 
in 1943, sought to introduce certain provi- 
sions for placing on creditor countries, as 
well as on debtor countries, some pressure 
to share the responsibility for maintaining 
reasonable stability in the balance of inter- 
national payments, In each new plan that 
has since been put forward, however, this 
point has lost its emphasis, having been 
merged into the more general consideration 
of procedure when scarce currencies arise. 
among the governing principles of the present 
plans, prominence is rightly given to the 
desirability of attaining high and stable 
employment in all countries. In pursuit of 
this aim, and at all costs to avoid a repetition 
of the nightmare of unemployment, countries 
may prove hesitant to make a determined 
onslaught on existing trade barriers; it will 
be the task of statesmen to reconcile the 
welfare of their own domestic industries with 
the admitted need for a freer flow of world 
trade. International loan obligations can be 
fulfilled only by the passage of goods from 
debtor to creditor countries, and without 
adequate acceptance of imports by creditor 
countries the payment of both principal and 
interest will be jeopardised, if not, indeed. 
rendered impossible. 
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MARTINS BANK, LIMITED 


ECONOMIC TASKS OF PEACE 
MR F. A. BATES’ SURVEY 


The 115th annual meeting of Martins 
Bank, Limited, will be held on the 29th 
instant, at the head office, Liverpool. _ 

Mr. Frederic Alan Bates, the chairman, 
has issued to shareholders, along with the 
report and accounts for 1945, the following 
statement : — 

The hopes I expressed a year ago for the 
speedy end of a long and bitter struggle 
have been realised, and a decisive victory 
has rewarded the sustained and impressive 
efforts of the United Nations. With the end 
of the war I am able to give information 
about our staff and the bank’s affairs which 
it has been necessary hitherto to withhold. 

Our pre-war staff totalled 3,510, and con- 
sisted of 2,759 men and 751 women. Of 
these, 1,596 men and 75 women joined the 
Forces or were engaged on other service of 
national importance. Eighty-eight men lost 
their lives, and to their relatives I send our 
deepest sympathy. Many members received 
decorations or were mentioned for gallantry, 
and many distinguished themselves by rising 
to high rank in the Services The staff re- 
maining with the bank had a hard, testing 
time and many trials. In addition to their 
ordinary work, made arduous by staff short- 
age and aggravated by transport difficulties, 
practically all were engaged in the Home 
Guard or other Civil Defence services. At 
the conclusion of the war 58 per cent. of 
our staff consisted of women, and I wish 

“to express appreciation of the invaluable 
part they have taken in the daily work of 
the bank’s business, and also for the service 
they rendered in many ways in the national 
interest. n . 

The reinstatement of our returning officials 
has engaged our close attention, but the 
number demobilised is at present relatively 
small. 

We were fortunate during the war in regard 
to our premises. Out of a total of 570 
branches cnly seven were completely 
destroyed, although 153 sustained damage in 
varying degrees. As soon as conditions per- 
mit, substantial expenditure will be necessary 
to provide for extensions and renewals of 
our premises and for repairs and renovations 
to restore them to pre-war standards. 

Our system of custodian branches, to 
which were despatched schedules of each 
day’s business, proved an efficient safeguard 
and we were in every case able to renew 
our records within a very short time of the 
destruction. In this connection extensive 
use was made of micro-photography. : 

Eighty-two branches were closed during 
the war to release man power. Subject to 
the needs of the areas in which they are 
situated, most will be re ned as oppor- 
tunity offers and demobilisation progresses. 

Mr. J. M. Furniss, after fifty-two years’ 
distinguished service with the bank, retired 
from the position of chief general manager 
at the end of July, but you wili have been 
pleased to learn that he will continue as a 
director on the General Board. 

Mr. James McKendrick was appo‘nted chief 
general manager, and Mr. Frank Voyce 
deputy chief general manager: both have 
long records of service in the bank and are 
thoroughly acquainted with its business. 
During the year, Mr. F. A. Moore, joint 
general manager, retired after forty-seven 
years of able service. Mr. M. Conacher, 
formerly north-eastern district general 
manager, has been appointed Liverpool 
district general manager, and he has been 
succeeded by Mr. G. R. Tarn, previously 
London superintendent of branches. Mr. T. 
A. Johnson has been appointed an assistant 
general manager. 

The net vrofit for the year is £545,807, 
which is slightly higher than in the previous 
year The usual interim and final dividends 
have been announced. Allocations have been 


made : To the published reserve £100,000, 
to reserve for contingencies £100,000 to re- 
serve for pensions £50,000, and to premises 
redemption £100,000. 


NEW RETORD FIGURES 


A further expansion is shown in the bank’s 
balance sheet. The amount due to 
customers on current and deposit accounts 
has reached a new record of £212,691,000, 
and the total assets having increased cor- 
respondingly exceed £230,192,000. Invest- 
ments have tncreased by £7,656,000 and now 
stand at £68,653,000, but our holding of 
Treasury deposit receipts at £65,500,000 is 
smaller than a year ago. Advances show an 
increase of £2,485,000 during the year, and 
there is now much more enquiry and activity 
in this department. 

A new item appears on the assets side of 
the balance sheet, namely, shares in the 
Industrial and Commercial Finance Corpora- 
tion, Ltd., which is the company formed in 
conjunction with the Bank of England, 
Clearing Banks and Scottish Banks, to assist 
in the rehabilitation of industry by providing 
finance for capital expenditure which might 
be considered uutside the function of the 
joint stock banks. We felt it our duty to 
take part in this effort to assist industry to 
adjust itself to the problems expected to arise 
in the aftermath of war. In addition, our 
management have been increasingly engaged 
in dealing with finance for our customers to 
facilitate the change over from war- to peace- 
time manufacture. 


INDUSTRY'S PEACE-TIME PROBLEMS 


As most business men could foresee, it 
was impossible for the world to concentrate 
for six years on the non-productive expendi- 
ture of war without ill effects ensuing. Dur- 
ing the war man-power was available to 
manufacture only the minimum quantity of 
these goods which determine the standard of 
life of the nation, and even that low stan- 
dard would not have been possible except 
for the partnership of our Dominions and 
Colonies and the United States of America. 

The post-war problems of this country are 
concerned with shortages: Shortage of 
labour, which demobilisation should remedy, 
shortages of houses, offices and factories, 
shortages of goods in the shops, and short- 
age of international trade. There is one way 
only of solving these problems, and that is 
by stimulating the country’s productivity and 
feviving international commerce through the 
determined effort of employees and employers 
alike; the worker giving the maximum output 
per man hour and the directors and managers 
providing the machinery ana organisation 
whereby this can be accomplished. 

Commerce calls for confidence and cour- 
age from which spring trade activities, large 
or small, in the furtherance of which the 
bank stands ready to provide every banking 
facility to its customers. How far regulated 
austerity on a national scale will affect the 
initiative and effort necessary for the expan- 
sion of our world trade remains to be seen 
but, whi'e realising the need to avoid un- 
necessary expenditure, there is still the risk 
that over-emphasis of austerity may tend to- 
wards frustration in commerce and limitation 
of effort. One country’s import is another’s 
export, and it is useful to remember that 
interference or restriction in either case may 
cause unexpected reactions abroad affecting 
our trade elsewhere. 

The inword and outward cafgoes ‘at our 
ports, the sh'ps to carry them, the merchant- 
ing and other necessary services abroad, 
such as insurance and banking, will have 
to be worked for and organised in a com- 
petitive world, in sensitive markets and over 
ramificuions of trade routes which cross 
link all the nations of all the seven seas. On 
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success in re-weaving this highly complicateg 
pattern of commerce, which needs all the 
practical experience that a trading nation cay 
command, will largely depend our standard of 
life and also our strength in the future. 


BARCLAYS BANK, LIMITED 


ANNUAL MEETING OF 
STOCKHOLDERS 

The fifty-first ordinary general meeting of 
Barclays Bank Limited was held, on the 234 
instant, at the head office of the bank, 54, 
Lombard Street, London, E.C.3. 

Mr Edwin Fisher (the chairman) presided, 

Mr P. J. Diboll (the secretary) read the 
formal notice convening the meeting and 
the report of the auditors. 

With the concurrence of the stockholders 
present, the report and accounts and also 
the statement by the chairman, which had 
been previously circulated, were taken 4; 
read. 

The chairman moved:— 

“That the report of the directors pro- 
duced, together with the annexed statement 

the company’s accounts 2s at December 
31, 1945, duly audited, be received, approved 
and adopted, and that a final dividend of 
§ per cent., making 10 per cent. for the year, 
on the ‘A’ stock, and a final dividend of 
7 per cent., making 14 per cent. for the year, 
on the ‘B’ and ‘C’” stock respectively, less 
Income Tax in each case, be declared, pay- 
able on the 8th proximo, to the stockholders 
registered in the books of the company on 
December 31st last.” 

Sir William M. Goodenough, Bt. (deputy 
chairman), seconded the motion, which wa 
carried. 

The retiring directors were re-elected, and 


the auditors, Messrs. Kemp, Chatteris and | 


Company and Messrs. Price, Waterhouse 


and Company, were reappointed for the 
ensuing year. 


A vote of thanks to the staff and a vote | 
of thanks to the chairman for presiding a | 


the meeting were unanimously accorded and 
the proceedings terminated. 


RIO DE JANEIRO FLOUR 
MILLS AND GRANARIES, 
LIMITED. 


INCREASED VOLUME OF TRADE 

The sixtieth annual general meeting of 
the Rio de Jareiro Flour Mills and 
Granaries, Limited, was held, on the 22nd 
instant, in London. 

Mr. S. C. Sheppard, the chairman, said 
that the Board’s recommendation of a final 
dividend of 1s. per £1 unit of stock, less 
tax at 10os., making a total dividend for the 
year of 8 per cent. less tax, was amply 


covered and the carry-forward was aug: | 
mented by £4,920 and was £65,008. Th 
flour mills and cotton spinning and weaving | 


factories, together with the subsidiary com- 
panies, had all been kept fully employed 


and showed an increased volume of trade. © 


Nevertheless, many difficulties had been 
faced and the control exercised by th 
authorities on the prices of our food products 
had been in no way relaxed. 

Looking forward to future prospects, th 
prolonged droughts and abnormal weather 
conditions in Argentina had __ seriously 
affected the wheat crop just harvested, and 
it was feared that supplies sufficient fot 
Brazil’s 1946 requirements might be endan- 
gered. This was further aggravated by ! 
reduced carry-forward of stocks and particu 
larly, at the present moment, by th 
restricted means of transport to the shipping 
ports, due to fuel and equipment difficulties 
_of the railways in that country. 

A cable just received from the Rio mat 
agement was read:—‘ The short supplies 4 
wheat, coupled with labour troubles, 2 
causing di Ities at the moment. Ho 
these will be overcome. Credits generally 


are being | closely controlled and collections 
are 
The report was adopted. 
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WILLIAMS DEACON’S BANK LIMITED 


FIGURES AT NEW HIGH LEVEL 
MR G. P. DEWHURST ON NEED FOR EXPORTS 


The annual general meeting of Williams 
Deacon’s Bank Limited was held, on the 
24th instant, at Manchester. 


In place of his usual annual address, a 
statement had been circulated by Mr G. P. 
Dewhurst, the chairman, in advance of the 
meeting, from which the following are 
extracts: 

From the report in your hands you will 
have seen that we have suffered a serious loss 
from the board by the death at the age of 
<ixty-seven of Sir Ernest Edward Bird. Since 
1923 Sir Ernest had been a prominent member 
of the Council of the Law Society and as its 
president received the honour of knighthood 
in 1943. 


Last year, when giving details of those 
members of our staff who were serving with 
H.M. Forces, I stressed our anxiety for the 
safety of all those who were on active service, 
and while now, with the cessation of hostilities, 
that anxiety has been largely allayed and we 
are welcoming them home and doing every- 
thing we can to re-settle them comfortably in 
the service of the Bank, I feel we must look 
back and tender our homage to those 26 
members of our staff who have given their 
lives for their country, and trust their relatives 
and friends will not only accept our sympathy 


-but will allow us to share their feelings of 


pride. Some 550 members of the Bank’s staff 
have served with the Forces and in full-time 
National Service during the war, of whom 
17 have received decorations or have been 
mentioned in despatches. 


Turning now to the figures of the balance- 
sheet, you will note our reserve fund has 
received an allocation of £100,000. Current, 
deposit and other accounts have reached a 
new high level for the bank at £84,849,998, 
jan increase of § per cent. over last year. 
The next two items of acceptances and en- 
dorsements show little change. On the other 
side of the sheet, the quick assets of the 
bank, i.e., cash, balances with other banks, 
money at call, bills discounted and Treasury 
deposit receipts, showing an increase of 
nearly £2,000,000, are 54 per cent. of our 
liability for deposits, a percentage which 
plainly emphasises the liquid character of the 
bank’s resources. British Government 
securities at £28,424,844 are higher by 
{2.441,000, while advances are slightly down 
by £24,000. 

You will notice a new asset in the balance- 
sheet, namely, our shareholding in the In- 
dustrial and Commercial Finance Corpora- 
ton, in which, as vou will be aware from 
the frequent references in the press, all the 
leading banks are shareholders. This Cor- 
poration is designed to fill the gap. which it 
has been thought may exist in the arrange- 
ments for the provision of credit insofar as 
small businesses which require long-term 
finance between the limits of approximately 
£5,000 and £200,090 are concerned. 


DIVIDEND OF 12} PER CENT. 


Turning now to the figures of profit and 
loss, our net profit, after making the usual 
Provisions, appears at £216,156 §s. Id., or 
an increase of £4,382 on the year, this after 
meeting taxation. and increases in expendi- 
ture which include special cash payments to 
staff and pensioners. ‘This profit, with a 
balance of £116,520 58. 3d., brought forward 
from last year, gives us a total 
£332,676 10s. 4d. now to be dealt with. 

After transferring £100,000 to the reserve 
und, we are in a position to pay dividends 
at the rate of 12} per cent. on both our 

A” and “B” shares, and carry forward to 
Next year’s account {£115,489 os. 4d., as 
against £116,520 §s. 3d. brought in. These 
results, I submit, are eminently satisfactory, 
and the liquid nature of its resources gives 


ample evidence of the bank’s ability to deal 
with the post-war requirements of all its 
friends. 

Twelve months ago, when we were taking 
stock of the achievements of the Allied 
Forces, both in the East and the West, the 
prospects of a termination of hostilities 
seemed appreciably nearer and the thoughts 
of those connected with the industries of 
the country were turned towards a resump- 
tion of normal trade both at home and 
abroad. Plans were gradually brought into 
shape for the switch-over from war to peace 
conditions, and with the complete defeat of 
Germany, followed by the collapse of Japan, 
hopes ran high that the industrial life of 
the country would soon be flowing in more 
normal channels. These hopes, perhaps in- 
evitably, have proved premature. 


REMOVAL OF CONTROLS 


Although it is generally appreciated that 
some controls, especially those of an anti- 
inflationary nature, must remain for some 
ume, the slow rate at which some other of 
the wartime restrictions have been removed 
has been disappointing. In addition, the 
shortage of labour, of most materials—in- 
cluding coal—and of shipping, has ‘caused 
the feeling of expectancy of last autumn to 
be succeeded by a sense almost of frustra- 
tion. 

All this may be inherent in the existing 
circumstances, and we can only trust that 
conditions will rapidly improve, but the 
prospect of nationalisation which now hangs 
over several of our industries has, for the 
time being, undermined confidence, at all 
events until complete details of the Govern- 
ment’s proposals are available. 


THE AGREEMENT WITH AMERICA 


The sudden termination of our Lend- 
Lease arrangements with the United States 
threw into high relief our financial straits, 
which I need not say are a direct conse- 
quence of our efforts and sacrifices during 
the war. Subsequent negotiations with the 
United States—yet to be ratified by Con- 
gress—resulted in the granting of a line of 
credit to this country to the extent of 
approximately £1,100,000.000, at 2 per cent., 
repayable in fifty years from 1951. This 
represents some £937,000,000 new money, 
the balance of £163,000,000 being allocated 
in final satisfaction of Lend-Lease obliga- 
tions. 

This agreemenc has divided opinion in 
this country to a marked degree, but I think 
that in the circumstances in which we are 
placed we had no alternative but to accept, 
and we have every confidence that the 
British point of view was fully and fairly 
put at Washington. I cannot, on this occa- 
sion, deal with the subject at any length. 
There are, however, one or two comments 
I wish to make. It is, of course, well known 
that a condition of the agreement was that 
we participated in Bretton Woods at the 
existing parity and adhered to the commer- 
cial proposals of which only the broad lives 
are available. 


GAP BETWEEN IMPORTS AND EXPORTS 


With the new money available to us under 
the agreement, and, of course, our existing 
Exchange xesources, we have to bridge the 
gap between exports and imports which is 
estimated to reach a cumulative figure of 
£1,250,000,000 by the end of 1948. In 
addition, we shall have to make some con- 
tribution towards the satisfaction of our 
large-scale sterling creditors. Moreover, we 
undertake, except in special circumstances, 
to render sterling freely convertible for 
current transactions not later than twelve 
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months after the effective date of the agree- 
ment. 

During the war it is authoritatively esti- 
mated that we have sacrificed one-quarter of 
our total national wealth. Our pesition has 
changed from a creditor to a debtor country, 
and the loss of approximately half of our 
income from overseas investments, coupled 
with the service of the new obligations re- 
ferred to, entails an increase in exports on 
an unprecedented scale if we are to balance 
our international payments in, say, 1950. 


INTENSE EFFORT CALLED FOR 


To do this, the most reliable estimates 
prescribe an increase in the volume of our 
export trade of some 75 per cent. above 
1938. When it is appreciated that in that 
year our exports represented. 10 per cent. of 
the world’s total export trade, the magnitude 
of the task before us needs no elaborating 
and calls for the utmost of our energy, in- 
genuity and adaptability, indeed for ar effort 
not one whit less intense than that which 
we bent to the prosecution of our war effort. 
If such an increase in our export trade is 
to be achieved, it must be clearly realised 
that every unnecessary control must rapidly 
disappear. We must remember that within 
a very few years the sellers’ market wil] have 
passed away, and, as I said last year, inter- 
national competition will have returned, and, 
while mercifully we can expect a relaxation 
in the austerity to which we have been sub- 
ject so long, yet revertheless the prudent 
disposal of our Exchange resources for a 
considerable period will be a necessity. 

So far as the banks are concerned the two 
chief events of the year have been, first, 
nationalisation of the Bank of England, to 
which I only refer in passing as it has been 
so fully dealt with in the Press, and secondly 
the reduction in October last, on the initiative 
of H.M. Government, in the ruling level of 
short-term money rates. 

The interest on Treasury Deposit Receipts 
was reduced from 14 per cent. to § per 
cent. The Treasury Bill rate fell from 1 per 
cent. to 4 per cent. The full effect of this 
on the Banks’ earning power will be felt next 
year. As is well known, the Banks, faced 
with such a reduction in their income, had 
no alternative but to discontinue as from 
December Ist last the allowance of interest 
on current accounts. , 


THE COTTON TRADE 


In Lancashire during the year two im- 
portant committees have been appointed, 
with wide terms of reference, to consider 
conditions and methods prevailing in the 
Cotton Trade and to give their conclusions 
as to what measures of reorganisation or 
internal improvement in the mills they con- 
sider advisable. The first, under the chair- 
manship of Mr Justice Evershed, has been 
concerned with spinners’ wages and condi- 
tions and amenities prevailing inside the 
mills. The valuable report which has been 
forthcoming calls for the closest study of all 
concerned in the industry. 

The working party under the chairmanship 
of Sir George Schuster, appointed by the 
President of the Board of Trade, is to advise 
on the necessity of large-scale reorganisation 
of the trade, with particular reference to its 
competitive capacity in foreign markets, and 
its report is still awaited. 

In the other areas served by the Bank I 
think it may fairly be said that reconversion 
is making as satisfactory progress as can 
reasonably be expected under all the circum- 
stances and I am glad to report that the 
number of new connections we have made 
during the year enable us to look to the 
future of the Bank’s business with confidence. 

In conclusion I should like on behalf of the 
Board to offer to every member both of the 
permanent and temporary staff—and at the 
conclusion of hostilities women comprised 
55 per cent. of the total—our best thanks 
for their service, and assure them that we 
appreciate to the full the manner in which 
they perform their duties in the Bank. 

The report and accounts were adopted. © 
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RECORDS and STATISTICS 


INVESTMENT 


THE STOCK EXCHANGE.—Dealing conditions on the London 
market this week have been less active. Much of the impetus in the 
gilt-edged market appears temporarily to have evaporated. It was 
revived rather artificially on Wednesday in anticipation of a new move 
by the Chancellor, which turned out to be the Investment Bill and 
not a reopened tap. The reaction to the Bill itself was a compicte 
halt—equally illogical, for if the control of investment guarantees 
anything, it will be a fair field for Exchequer borrowing. 

Brazilian bonds resumed their recent activity, though other South 
American issues were less steadily supported. Greek bonds which 
opened in a depressed state, responded to the expectation of further 
financial assistance from Britain. Argentine rail debentures continued 
in steady demand, but the French issues were adversely affected by the 
political crisis. 

In the industrial market, Woolworth responded to the satisfactory 
dividend announcement with a rise to 85s. 9d. Many of the leading 
investment equities were firm. An exceptional jump in Scophony 
resulted from American buying in a market bare of stock, but the 
special nature of the rise did not prevent» the camp followers of the 
radio share market from joining in. 

Rubber shares showed the first sign of improvement for several 
weeks, on calculations of a fall in American synthetic output. But 
perhaps the continued uneasiness in the speculative section of the 
Kaffir market had some bearing on the transfer of interest to rubber 
shares. 


Stock Exchange: London 


“ FINANCIAL News” INDICES 
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1945: High, 176-41 (Jam. 15). Low, 165-9 (Jan. 4). * Two-hour session. 


Capital Issues 


Week ending Nomina! Con- New 
January 26, 1946 — versions ee 
£ 
Be See WD sos 5a ws ov eb 30s 0 cs0es aes 2,704,559 1,216,447 3,227,564 
By Stock Exchange latroduction............... 1,693,750 ose 4,564,750 
Particulars of Government issues appear on page 157 
Including Sans 
Year : Conversions Conversion. 
LS eer re err i harnie nah ool eis 50,989,346 Serer 376 
1945 {to date)...... ives pete. Saba eee ety ee 78,769,847 59,143,350 
Destination Nature of Borrowing’ 
Brit. — Foreiga 
Yeart Countries Deb. Pret. Ord. 
1946 (to date) 41,727,676 6.4347 700 Nil 29,542,069 3,141,711 15,478,596 
#945 (to date) 59,143,350 Nil Nil 58,942,100 146,250 53,000 


* Conversions excluded. + Includes Government issues to January 16, 1945, ouly. 
Above figures Include all new capital in which permission to deal has been granted 


New York Prices 
Close Close | Close Close Close Clos 
Jan. Jan. | 3. Commerciai jan. jan. Jan. fan 
1. Railroads. 15 22 | and Industria, 15 22 | 5 x 
Atlantic Coast .. 9 78 Am, Smelting... 684 ee | fot. Paper...... 4 43 
Can. Pacific . 22} 213 | Am. Viscose .... 694 Liggett Myers... 99 106 
Gt. Nthn. Pi. 62 59} Anaconda ...... 48; 46 Nat. Distillers... 81} 803 
N.Y. Central. 35} 33) = Beth. Stee} ..... 103 1 Nat. Stee! ...... 8% 3; 
Pennsylvania . -». 46} 452 Briggs Mfg...... 513 49 Phelps Dodge... 39} 37 
Southern....... 60 593 Celaneseoi Amer. €5$ 63) Proct.Gamble.. €8} 67) 
Chrysler........ 1384 133 Sears Roebuck .. 423 403 
2. Utilities, ete. Distillers-Seag... 98} 96}  Sheli Umton..... 33} 324 
Amer. Tel....... 193) 190 Eastman Kodak. 234 232 Std. Ou N,J..... BE 66} 
Int, eee -» BOS 288 Gen. Electric.... 48) 47§ 26th Cen. Fox... 46 444 
Pacific Light . 62; 60 Gen. Motors.... 783 75 | United Drug.. 274° 27} 
People’sGas.... 95 92} Inland Steel.... 110 108 | U.S, Steel...... £9} 87/ 
Sth. Cal. Ed..... 382 «373 ~=Int. Harvester... 99; Ey | West’house B... 18) 37; 
W. Union Tel... 52 S$ later, Nickel.... -9} 38 Woolworth ..... 54] 54 
“ s ‘* 
INDUSTRY AND FRADE 


“ The Economist” Sensitive Price Index (1935 = 100).—For the 
week ended January 22, 1946, the complete index stood at 172.9. The 
crop component and the raw materials component were 143.0 and 2 
respectively. 

INSURANCE SHARE INDEX 

Insurance shares have been strong since Sir Stafford Cripps 
announced that the Government did not intend to nationalise the 
industry apart from the limited measures necessitated by the social 
insurance programme. The Economist index, based on an investment 
of £1,000 in 1913 in each of 23 representative insurance shares, records 
an advance in all but two cases. The average imcrease over the past 
six months has been 5.3 per cent, and for the year as a whole the 
gain is 9.4 per cent. The Anglo-American agreement on double taxa- 
tion, with the prospect of similar agreements with other countries, 
has been a powerful contributory factor. Although underwriting 
results in 1945 are known to have been tess satisfactory than in 1944 
the long-term prospects for insurance shares appear sound. 

























(1913 1,000) 
Co at at at | at at 
ong 31.1243 | 306.44 | 3112.44 | 306.45 | 31.1245 
ED outlaws. ¢ho4 40.004 5° 9 2,247 | 27,226 | 2,510 
id db uu bee ¥iee bike oes 3.587 3,587 | 3.809 
, tka de ditcibh,- «ss 4,717 4,938 | 5,347 
Commercial Union ........... } 4,299 44355 4,517 
Employers’ Liability ......... | 2,883 3099 | 3,551 
ity < eee 2,887 3341 | 315 
General Accident ...........+ 15,500 16,667 | 18,000 
SRE al dinds pdbidse ss ancce 3,757 3,73 | 3 865 
Legal and General .......... . 9,426 9290 | 10.164 
Life Association of Scotland .. 2,259 2,282 | 2,449 
London and Lancashire ...... 4,731 5,039 5,192 
London Assurance ........... ‘ 3,323 3,493 
North British and Mercantile .. 5,541 5,478 5,541 
I lig 9 Dis anes. a 2,119 2,269 2,448 
SE i Sedat Beseascbasees 2,029 2,216 2,232 
PU pinks apnkuseatcxce 2,446 2,758 2,830 
Royal Exchange ............. 4,744 4,929 5,360 
Bite eR pal ae 3,441 3,656 3,742 
ae aa 3,146 3,146 3,146 
Secttish Walon ......0..5..06 4,289 4,289 4,806 
PEED Wise oon rsig'd se bess ose 3,244 3,360 3,467 
RRO, pha Reais 8. 2,771 2,771 2,922 
a I Side SR | 3,762 3,814 3,865 
149 | 4,212 4,377 | 4,603 
cost OF LIVING INDEX 
(July, 1914-100) 
First Day of 7 
Month Food Rent 

Weights : 2 1 125 

se is + cubis eh oe 162 182 5 
1941 (annua! aver.) ..... 164 228 199 
1942 ‘i hie 164 240 200 
1943 cs oped 164 244 198 
1944 < ee ° 164 256 200 
Mate BOC oi55 . cde ckss 164 264 201 
ai Salita inlacai ate « Nickel 164 264 20! 

Bs SOUR oent whee bdunr 164 265 203 
I id sina hit ae 165 276 205 
hs ae i ali 166 275 205 

, Ry Seen on at son 205 


' 
} 


‘Source : ben of Labour Gazette. 


FINANCE AND BANKING 


THE MONEY MARKET. — The money position this week ha: 
resembled that of last week, being mainly governed by the incidence 
of the flow of revenue to the Exchequer. TDR maturities were trifling - 
some {4 million “spilt over” from the previous week—but ther: 
was again no fresh‘issue. On the other hand, there was a nomina! 
excess of (30 million of Treasury bill maturities over payments. i? 


(Continued on page 158) 
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rHE ECONOMIST, January 26, 1946 


GOVERNMENT RETURNS 


or the week ended January 19, 1946, 


‘otal ordinary revenue was 4103,885,000 
jevainst ordinary expenditure ot 485,342,000 
and issues to sinking funds of £350,000. 
fhus, including sinking fund allocations of 
(11,292,881, the deficit accrued since April 
ist is £2,098,160,000 against £2,500,401,000 


for the corresponding period a year ago 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


Receipts into the 
Exchequer 
(£ thousands) 


Revenue mate, | — April | Week | Week 
1945-46 | ‘ended | ended 
- | - ; Jan. | jan. 
| Jan | Jaa. | “29, | “19, 
| 20, | 19. | 1945 | 1946 
} | 3945 | 1946 | | 
pene 
ORDINARY | } 
REVENUE | i 
yoome Tax .....|1350000! 767,332 787,884, 79,908) 57,941 
Sur-tax .......+- 80,000, 36,158) 31,619: 6,500) 6,670 
Pstate ete., Duties 115,000, 87,259 93,783, 3,318) 2,455 
Stamps. . ...«) 19,000) 11,115 18,044 2. | 200 
NDA. ss os see | 27,375 28,325 1,490; 442 
BP.T. iss 500,000) 398,119 357,252 8413) 7,555 
Other Inland Rev. 1,000 252 193 40; ... 


ne | eee | <mermne lesen <oee|emcgensmsecmme 


Votal Inland Rev..2065000 1327610 1317100) 99,669. 85,263 


a 


. 589,000 ,469,238 454,705 10,929 11,308 





Customs. ....00. 








Buclee ...: 3.008 | 541,000! 388,300! 416,500 5,000! 6,100 
tal Customs & | | 4 
Excise ..... +06 1150000) 857,536) sae 15,929) 17,408 
Motor Duties ....; 30,000) 17.728, 24,952) 492) 525 
Post Office (Net 
Receipts) ...... . aa a 7 
Wireless Licences) 4,850} 3,270; 3,400) 
Crown Lands....| 1,000! 740 720) 
Receipts from Sun-| | ? 
dry Loans.....| 11,500; 5825, 7,427 562) ... 
Miseell. Receipts. .| _ae 66,401 60,241, 295 689 














otal Ord. Rev. . .3265000;2279112 2285044116948, 103885 
a eS eee 
| {| | | 
~bLF-BALANCING ' j i 
VO. & Brdeasting| 114,100) 93,250) 91,600) 2,450) 2,200 





Jos <des .|5379100 2.372362 2376644 119595, 106085 





er 

























| | Issues out of the 
| Exchequer to meet 
payments 
| {£ thousands) 
h we Toca] ame 1, 
Expenditure mate, i Ti! | wy, 
1945-46 ts | caged | case 
to oe | Jan. | Jan. 
| dee | ae | a | 
| 1945 | isi | 1949) 1% 
Orpinary = | 
LXPENDITURE | j 
Int, & Man. of! ‘ 
Nat. Debt. ..../ 465, 46051) Al, 6,404 7109 
ey to Ny ' | 
teland..... «--} A, 4455 7 ek | tog 
Other Cons.’ Fand! . 
Services ....... oy 6,958 7,566) 221, 233 


LOU... 2... 44) 484,000) 547,454, 356,580, 6,625, 942 
“uPpIy Services, .'5084817 4420939 4015331 109450) 84,400 


Total ........,,./5568817/¢768393/4372911'116074! 85,342 
sccabeteaide 


—— 








DELF-Batancine 


* 

PO. & Bricasting! 114,100 93,2501 91,6001 2,450' 2,200 
a o_o —— 

Tota sees 5682917 4861643 4465511 118524 87,542 





A change has been made in the method of showing 
it excess of Post Office Expenditure over the Post Office 
cvenme. Such exeess js now included as ordinary 
ppendituse under “ Total Supply Services” instead of 
ting shown as up to July 24, 1943, inclusive, as a de- 
Buction from ordinary revenue. 


Alter decreasing Exchequer balances by 
3,885 to {3,272,367, the athet operations 
or the week (no longer shown separately) 
Hecreased the gross National Debt by 
12,610,330 to £24,348 million. 


ina NET ISSUES (( thousands; 

VY. and Tel Migcsereeis. ote eh tLe, 120 
, eTséas feats Gasegee! paces Pec gaily aes 

enee Loans Act, 1937 . 5,393 


5,588 


FLOATING DEBT 
(4 millions) 
eee 


Ways an4 


a y Means | Trea- 
} Advances sury lotat 
Date 7 2 ; De- | Float- 
: } } ; Bank | posits | mg 
Ten- | San |} Public | of ; by | Debt 
; der |} * | Depts.| Eng- | Banks | 
i | | tand | } 
194; : ‘ we 
Jan. 20 1469-0) Not available 
Oct. 20 1690-0 j i 
» 27 1710-0, 2329-5) 603-1 2088 -0] 6730- 
Nov. 3 1730-0) { Not available 
» 10 1750-0 
17 1770 0) i ; ; 
, 24 '1790 -0! 2296 -2! 647-9 1843-0) 6577 +} 
Dec. 1 |1810 -0 } Not available 
» 8 11820 -0) 


5 1820 0 
22 (1820-0 





, 29) 42260 423-0 8-5 1636+5| 6294-0 
1946 | 
lan, 5 1820-0) Not availabk 
» 12 1810-6 : 2 
» 19 1820-0 S 
TREASURY BILLS 
(£ millions) 
Amount | Average | an 
Date ot |- | Rate | allotted 
Fender -} of Alllot- at 
| Offered) APPHED! anotreg| ED" Min. 
} of t 
' } a Rate 
1945 =| j ' ; & d j 
Jan. 19 | 129-0 | 216-3 | 110-0! 20 1-19 | 32 
Oct. 19 | 150-0 | 235-2 | 150-0 | 10 1-60 52 
» 6} 1500! 215-4) 1590-0!) 10 1-95 61 
Nov 2] 150-0} 223-5} 150-0] 10 1-7 55 
9 | 150-0 | 233-3} 150-0} 10 1-42 50 
16 | 150-0 | 233-5 | 150-0] 10 1-52 51 
| 23 | 150-0 | 218-1 | 1500] 10 1-53 46 
a 3 | 140-0 | 216-4 | 1400 10 0-29 54 
Dec. 7] 130-0} 2210/1300] 9 11-30 be 
, 14} 130-0 | 209-4! 130-0 9 11-76 46 
” 21} 130-0 | 219-7! 1300) 91 33 
28 | 130-0 | 211-5 {| 130-0} 10 1-52 53 
1946 
Jan. 4] 130-0] 203-0!) 1200] 10 6-06 45 
» | 1400 | 2000/1400) 10 0-38 | 59 
, 18! 1300) 185-3) 1200) 10 0-59 | & 


On January 18 applications at 499 17s. 6d. for bills 
to be paid for on Wednesday, Thursday, Friday and 
Saturday of the following week were accepted as to about 
54 per cent. of the amount applied for, and applications 
at higher prices were accepted in full. Applications at 
£99 17s. 6d. for bills to be paid for on Tuesday, and at 
£99 17s. 7d. for bills to be paid for on Monday were 
accepted in full. £140 million of Treasury Bills are being 
offered for January 25. For the week ended January 26, 
the banks are not asked for Treasury deposits. 


NATIONAL SAVINGS 
CERTIFICATES AND 3% AND 23°, 
BOND SUBSCRIPTION 









(¢ thousands) 
3% | 
Week 
N.S.C. Defence | 
rat Gente | 
1945 | 
Nov. 6 | 5,233 8,567 | 
oe 5,264 1,772 
PGES 4,737 7,215 
2. 4,588 6,799 
Dec. 4 4,089 5,869 
a 3,640 5,460 - 
ae 3,19 4,756 
ae 2,494 3,036 
1946 
jan 1 4,988 6,232 
ae 2,341 5,404 
x 3,605 6,480 
Totals 


| 965,792* (2,778,4644 § 3410266} § 
t 260 weeks. t 247 weeks. 

§ lacluding all Series. 

Up to Dec. 31 principal of Savings Certificates to the 

amount of £301,320.000 has been repaid. 


_to date _(1,512,840° | 


* 321 weeks. 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 
remained at 172s. 3d. per fine ounce t hdut the 
week. ne ource 


In the London silver market prices 7 
have been 44d. for cash and for two months. The New 
York market price of silver remained at 703 cents per 
ounce throughout the week. Bombay bullion prices 
were as follows :— 


Gold Silver 
per 
Fine Toles 100 Fine Tolas 
1946 Rs a. Rs. s& 
Jam. 17......65- ebeue 85 3nom. Un-changed 
Se re ee No trading 
We sat sic's co! ee 137 12 
OP PRR ke ae’ rr" 88.0 890 13% 12 
aL ace eae Knees 137 4 
- RE ES Market Closed 
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BANK OF ENGLAND 


RETURNS 


JANUARY 23, 1946 
ISSUE DEPARTMENT 


t 
Notes Issued : Pas) 1» 


Maks ibd aU 
In Cireta. ... 1334,719 u29 | Otho rOWR. 
In Bankg. De- Seenurit 1588, 24 5,0 
partment 65,528 804 fut SoCs OIL, 952 
tu 8,373 
\ ‘id 
Issu ~. 2490009 
Gold n aad 
Buthoa {at 
rr? pres 
1400,247, 833 4439 247.335 


BANKING DEPARTMENT 


t 
14,553,000 
3,362,077 
13,063,505} Discouns ani 


Props’ Capital 
Ds < ck ddae 
Public Deps.*. 


——------ A fran <3 


Other Deps. : Securities 
Banters..... 232,793,599 
Other Ace's... 54,825 759 2 
einai siecemacene Note.~ 


287,619. 358 | Gold & si 
¢ 


318,597. 940 


* Including Exchequer, Savings Banks, Cons 


of National Debt and Dividend Accounts 


COMPARATIVE ANALYSIS 


(£ millions) 
1945 1946 
Jan. Jan. Jan 


24 9 16 


Issue Dept. : 

Notes in circulation .... 

Notes in banking depart- 
ment 


; A 
} 


} } 
32°5)  41- 





229.994 53 


595, 556 


65,528,804 


8) 932 


318,597 940 





' { 
: si 71358 -3]1544 -7}1354 -7 


evceececcnceoece | f 32 } 09°) 
Government debt and | } | 

Securities® ....ccccces 51249 -3)1399 +2) !499 -3 1399 -3 
Other securities......... } O-7} O06 0-7 0-7 
Gold ..... dab hsenbena; | 1 OR: OR; 02 0-2 
Valued at s. per fine ox. | 168/-| 1792/3) 172/3) 172/32 

Banking Dept. : - oq | 
its : | } 

MN Chine +écbevncncans 6-8 11-6) 20-2) 13:1 
Bankers’... .ccccsccecees | 208°]; 262-2) 221-3) 232-8 
PD Aaisccapencs snes 58-2; 59°5) 58-5) 54-8 
an cdanasas<«ke . | 273-1) 333-3) 229-S| 300-7 

Securities : | | 
Government........... « | 230-0) 284-8) 238-5) 230-0 
Discounts, ete......+066. | 12-5) 10-8 9-1) 8-3 
WUE Ochcceassuxieces 14-5} 13-9 14-4 14-3 
iciainaasiminibning 257 -0| 309-5! 261-9) 252-6 

Banking dept. res. ........ 34-0} 41 “il 55-5) 65-9 

% °@ % o 
~ Doepettian “vv ceccetecece £4! | 1} 21:3 


* Government debt is {11,015,100 . capital 414,555,000. 


Fiduciary issue raised from £1,350 million 
million on December 10, 1945. 


#1.490 


PROVINCIAL BANK CLEARING 5 


£ thousands 





Week Aggsreaate 

Ended | trom Jan. 1 to 

Jan | Jan. Jan jan 

Mm if Bey ae Tae 

1945 | 194% | 1945 | 1946 

losiehsentinidinassiaceeh bs 
i j 

Working days :— (Ba See GR Sh ee 58 Bip 
ingham......./ 212 | 2827 | 6,452 | 7,445 
adford........-+| 1387 | 1814) 5436) 5,644 
Bristol......0. oie 683! 954] 2,177; 2,415 
Meiko ess chs vee 637} 983 | 2,045 2,595 
Leeds .....ccsceee}] 1,289 1,095} 3,702; 3,785 

EMNOUBIEL. vc acacosat 1,005 1,202 3,196 3,35 
Liverpool ..cseeeee} 5,461 | 6142 | 15,595 | 17,131 
Manchester........) 3,613, 4,760} 10,603 | 12,387 
Newcastle.........) 1,879} 2,229} 5,149| 6,064 
Nottingham ....7.,| 526; 601 1712 | 1,884 
Sheffield..........| 1,272 | 1,538] 4,063 | 4,35 
Southampton..... / 234; 222) 514 665 
13 Towns.........} 20,098 | 24,565 | 60,642 | 67,424 
i ois: |) 8.266 , 10.079 | 28334 | 35,227 


} 
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OVERSEAS BANK 




















BANK FOR INTERNATIONAL 
SETTLEMENTS—Million Swiss gold Frs 








THE ECONOMIST, January 26, 1946 
NETHERLANDS BANK Million florin, 

















RETURNS ea Dec. | dec. | Jan. | Jan 
Jan. 31, | Nov. 30, | Dec. 31 1945 194s i is 
an ov. ASSETS " 1946 } 
U.S. FEDERAL RESERVE ASSETS 1944" | 1945 1945 OOP Cin at..u.. ial 712-9 712-9 712-9) 784 
Million $’s eee 137-9 118-3 116-5 Foreign balances, etc.*. ./ 4,540 -3) 4,539 -0) 4,539 -4, 4,541 4 
Ci: cs St Sbbas 18-7 41-3 41-7 Home bills ............! 0-2 0 -2| 0-2)" 94 
| rT 66 9°38 10-9 Loans and advances on! 
12 U.S.F.R. Banks | Jan. | Jan. | Jan. | Jan. Commercial bills ........ 16 -4 70-9 70 6 Current account ..... | 148-1) 167 0) 140 | 153+] 
RESOURCES } 18, 3, | 20, 17, Treasury bills .......... 29-4 11-4 11-1 Of which to N.E.L....[ 44-8) 44-8) 44-8) 4g. 
7 “er. on hand and due | ceed te bap B ass Time funds at interest. ... 21-1 on z oat > Advances to Govt. ..... Nil Nil Nil Nii 
rom Treasury .........+- ’ , Sundry bills and invests... 95 -4 ‘ y Bo a57 douaeee 1 1 
Total reserves .......sss006 18,679) 17,863 17.891) 17 960 teaecsnier * 152-7 Other asset 26-8 118-8 143- : 141 
Total — TESETVES....0000- ‘as, os sa = om aoa 7 7 Deposits: Annuity ......! 152-7 152 : 76 -3 LiaBILiTiEs 
otal U.S. Govt. secs. ...... i : 23, German . . ae 76° le 646 -7, 1,712- 
Total loans and secs. ....... | 18,784 24,316 24,075 23,648 Central banks... 6-1 3-2 34 —— ame oe ay Se 1 8 1,441- ai 1854-4 
Total resources .......0.e+. 39,827 45,014 44,489] 44,509 eee ee os 15 0-9 09 ‘Gas: 2,421 -5! 2,387 4 2,237 « 1 2158-3 
Li ABILITIES Ge. dancucna 50-5 16 +9 16-9 (6) Govt. special... .. 105-5} 105-6} 105-6 1056 
F_R motes IM CIM. ...cecees 21,665 24,635 24 485 24,343 (c) Other as ete 2 ee 872 +5) 850- | 858 - 8 868 « 4 
FE xcess mr. bank res. ....... 1,300' 1,480 1,330 1,600 Of which blocked! } ! 
Mr. bank res. dep. .......-- |14,156 15,900 15.822 16,145 ee ees 
— ~ POSIts ....seeeeeeee @ = ie a = i - at BANK OF FRANCE notes surrender 499-8 481-8 531-9! 537-3 
ral deposits ......0.0.00- ’ ’ . 3) ‘ 7 
Total Habllities .......22-- | 39/827 45,014 44.489 44,509 Million Francs OY RTE en nn0s } BOO WOsd 258-7) 251 
Meverve ratio... ....cceeee> 49 -6% 41 -9% 42 -2% 42 -7% : 9g an NOTE erg eee BU > ——- 
BANK AND TRFASURY | | is item tnciu clearing account balances 
RESOURCES | i | _ - es ‘ : 
Monetary gold stock........ 20,572) 20,065} 20,046 20,111 eas 1945 1945 1945 1946 RESERVE BANK OF INDIA 
Treasury & bank currency...| 4,129 4,352) 4,362) 4,377 Gold seers 15, 151 65 152| 129. 817! 129.817 
LIABILITIES eee tire ses ss a , Million rupees 
Money in circulation. ....... 25,209) 28,491) 28,297) 28,119 eee me gai 20 é sen ues) onan a 
Treasury cash and dep. ..... pee 3.077) 5014 2,534 Sacniions te tae: Jan. | Dec. | Dec. | De si 
as peicesmisie i 481,463, 481,506) 450,505, 460,505 os it. 2 2 4, 
. (a) In occupation costs. 426,000; 426,000; 426,000) 426,000 ASSETS 94 945 1946 
BANK OF CANADA (6) Treasury advances .} Nil | Nil Nil Gold coin & bullion. . 444, Ft 444. 444 
Million Can. $’s (c) Fixed advances ....} 54,56 55, 506} 24,505} 34,505 Rupee coin ......... 141) 15 152, 150 145 
LIABILITIES | Balauces abroad..... 3,327; 5,555) 5,617) 5,623 5,616 
‘ | i Sr... a uscesooeen | 574, 902) 562 752 570,006) 579,093 Sterling securities....| 9,143) 10,873, 10,973, 11,053 11,103 
Dec. | Dec. Dec. | Dec. Deposit total ......... | 30,133) 49,262 68,672) 62,535 Ind. Govt. rup.secs...| 578) 578 578 578, $78 
30, | 19 | 2% | SL (a) Govt. accounts ....| 729, 2,990} 12,048 14,342 Investments ........ 148-213} 226! «254 an 
ASSETS 1944 | 1945 1945 | 1945 Other accounts ......-. | 29,404] 46.272) 56.624) 48,193 Liawitities 
Reserve : oa seeeeee 172-26] 159-03) 156-831 156-83 SS a eee ee Notes in circulation. . 20,210 11,971, 12,023) 12,109 12,183 
WP icéeee 5 ° Jeposits : Govt...... | 2,483) 7 4,988 4,919 4, 
Pendle... uapeed 11490 -82 1852 -87/1860 -14 1855 -58 AUSTRALIAN COMMONWEALTH es Fete ose: : ee *Ta3 a 
_._ LIABILITIES BANK—CENTRAL BANKING Reserve ratio ....... 193 0% !93 -9% 94 -0% 94 +1" 941% 
Note circulation .......| 11035 -97,1122- 82: 1130 90 1129-10 BUSINESS | | 
Deposits : Dom. Govt.. .| 12-92, 151-73, 155-64 153-30 _—_—_— 


Chartered banks ....... 401 13) 532 “55, 529 1) 521 -21 





+ Gold and foreign exc hange seman to Foreign 
Exchange Control Board against securities. 











Se peice | Jae 











Million £A’s 


CENTRAL BANK OF TURKEY 


Million Turkish pounds 
17 | 24 31, eee 








ieee . Assets 1945 | logs | 1945 | 1945 
CENTRAL BANK OF RELAND Gold and balances abroad. [174 41177-15176 7115-44 Si | 
Million £’s Australian coin ............ 2-85 2-88 2-91 “ae . * 
Govt. and other securities. . . 419 -24,421 -15|426 -16 423 -24 ome tl Site Sietal Steg! oss 
Jen. | Dec. | yan | aii Other assets........--s00 | 13-18, 12-25 11-42 12-12 | Cringe @otherexch| 54-61 53-6] 546) 60-2 592 
13, | 29 s | we i zamenetens bad Treasury bonds ...., 128 +2) 125-2) 125-2) 125-2) 125-2 
Assets 1945 | 1945 1946 1946 ate eissic'3, casi Suicblan aa 196 -46 202 -71/199 -96,196 -96 | Commercial bills.....| 583-4 529-9, 538-8) 5376 5324 
COUR: . acne Rana cheba 265 2-65 2-65) 2-65 Trading banks deposits :— } Securities. .......... | 46-1) 44-4) 44-2) 46 6) s 1 
rit: Govt; G68... S055 cc86 27-89 34-57, ¢ 13; 33-38 (a) Special accounts...... 1230 87 232 -81:233 -83 233 -83 rae. ~~ «i >: tenes 265 -7| 248 ‘7 209-1) 195-3, 2107 
Sterling balances .......... 1-70, 1-59 ‘13, 2-05 ac . 63 -97, . eo , | 
es Lratcrrts | Other Uabaltiee, vs 221222-)262-08 157 -439-32)141 45 | Notes in circulation... 964-0] 995-0] a49-6| 675-2 ss24 
Not irculation ........ . 38 - | : i | posits ........... _ 201-9, 202° 
Notes in circulation 32 «6, 38 a ay 38 -20 } i Clearing & other exch.|  28- 29-11 29. 2, 29-5 283 
cians tities setakalcai iar tinea ie i | 
BANK OF BELGIUM SOUTH AFRICAN RESERVE BANK , 
Million £’ SWISS NATIONAL BANK 
Million Belgian Frs. ons . 
contr ttnistieealadiamemmetae pepe Million Swiss Frs. 
Jan. | Dec. | Jan. Jan. Dec. | Nov. | Dec. | Dec. ee. | ev 
ll 27, J. | 10, nS | 30, | 7 | 14, Jan. | Dec. | Dec. | Dec. Jan 
ASSETS 1945 | 1945 | 1946 ASSETS 1944 | 1945 | 1945 | 1945 6, | a i oe oe CY, 
NE ~ cos pxcegesnssheeeaes | 32,094 31,383) suse 382, 31,943 Gold coin and bullion ...... 98 -32 = 46) 113 -78:113 -36 ASSETS | 1945 | 1945 | 1945 1945 1946 
Foreign exchange.......... | 688 1,722) 3,576. 3 102 Bills discounted ........... 23-77 42-68 45-87 48-07 CONS: sanvhsses yee 4558 “5.4764 - +4 4759 -3'4777 -0 4778 :1 


Private loans and accounts..| 2,971) 1, 772) 2, 237) 2,204 


Invest. and other assets ....| 94 “31/106 -53 104 +28 104 -57 


Foreign exchange....| 101-7) 139-3) 140-1 165-3 1667 


Logas to State ............ | 32, 531 42,269 43,004) 42,881 LIABILITIES Discounts .......... 77-4 78-7, 155-2 123-9 loll 

LIABILITIES Notes in circulation ........ 57-39, 66-25 65-14 65-59 ABVQING 055.50 0808 17-7, 23-7) 28-6) 67-6 245 

ant yee EE te 46, 263, 70, 376) TH7N8) 71,974 Deposits Government ..... 5-02. 13-49 10-91) 11-76 Sonuabtieseice's .- 0 cee. 64-1, 63-7 62-6 62-1) 62:1 
Current accounts : Bankers’... ...... 151 -80 175 -27,179 -15,180 -02 LIABILITIES | 

(a) Govt. accounts ......! 10, 493, 4 4 I eae maui 7°50) 7-28 7-13 6-79 Notes in circulation . .|3457 -2 3693 -1/ 3792 -9 3835 -2 57125 


(6) Private accounts ....| 3 500° 3, +0 3, 389 3,125 


‘ 


Reserve ratio. ......ccdcees ha 5% 43 -9%% 43-49 42 9% 





Otber sight liabs. -|1097 -4 1109 -0,1981 -7 1109 9 1138°3 
| 











(Continued from page 156) 


consequence of the under-allotment (by £10 million) at last week's 
tender. 

The market again secured a large allotment, but, owing to the Easter 
holiday, had no bills to pay for on Monday or Tuesday. This proved 
convenient, for on the second day the first of this month’s making-up 
operations began, but did not produce any undue pressure in the 
market. On the following day money was distinctly more usable, 
partly in consequence of further making-up operations, but the position 
was relieved by purchases of March and early April bills by the bank 
that had made up on Tuesday. On Thursday, however, when the main 
revenue transfers fell to be made, conditions were much more stringent. 
At the time of going to press it seemed certain that, as on the previous 
Thursday, the discount houses would need to seek the aid of the special 
buyer. 

The Bank return, made up on Wednesday evening, reflects the more 
comfortable position of the early part of the week, for bankers’ balances 
have risen by {11-5 million. Most of this gain is due to another large 
reflux of currency, discussed in a Note on page 146. 


MONEY RATES LONDON.—The followins rates prevailed on January 23, 1945 -— 

Bank rate, 2% (changed trom 5% October 26th, 1939). Discount rates: Bank Bilis 60 
days, 43% ; 3Imonths, 1{°, : 4months, #%; 6months, #-§%. Treasury Bills: 2 months, 
3-4% . 3 months, be %. Day-to-day money, 8%. ag aes 5% . Bank deposit 
rate, 4% (max.). scount houses, $% (max.) ine 3 months, 1-14%; 
4 months, 1}-14%- 6 months. 1§-2}%. 


Exchange Rates..—The foliowig rates fixed by the Bank of Engiand prevailed on 
January 23. 1946. (Figures w brackets are par of exchange.) 


United States. f to « (4-s#}) 4-24-05} mail transfers, 4-02}-03}. Canada. $ to £ 
(4 -S6}) 4-43-45; mail transters 4-45-454. Switzerland. Francs to £ (25-224) 17 -30-40. 


Paris. Francs 479 -70-480 -30, a Pias. 881-885. Sweden. Kr. (18-159) 16 -85-% 
ate: 19 -95-20 -05k. Holland. Fis. 10 -68-70. Dutch West Indies. Florin (12-11) 7-58-62. 
Francs 176}-}. Denmark. Kr. 19-32-36. 201-202 k. Portugal 
ee (110) 99 -80-100-20- mail transfers 99-80-100-30. Panama. $4-02-04; muil 
transfers 4-02-04}. Brazil. Cruz. 82-845 cr. (buying). Uruguay. Pesos 7-20 (buying). 
Argentina. 16-45 pesos. Manila 8-10-15 pes. 
Fixea Rates for Paymen: 10 Bans 0! Engiana ror the Clearimz Office. ~—Spain. Pesetas 44+). 
italy. 71-25 lire. 
Free Market Rates.—Tbe tollowing rates prevailed on January 23, 1946: 
Egy™ Piastres (975) 978-8.  imdia. Rupee (18d. per cupee) 174-18 4d.  Portol 
18d. China. $3-3%. iran. Ri. 128-130. Hong Kong. 1/24-1/5%- 
ingapore. 2/34§-2/4,, Mexico. (Pesos to {) 19-45. Uelombia. (Pesos to £) 7 -00-7 
Speciat Accounts are in force for Chile Peru, Bolivia and Paraguay. for which no rate 
ot exchange is quoted in London. 


NEW YORK EXCHANGE RATES 












. Jan. Jan. Jan. Jan. Jan. an. Jan. 
ee 16, 17, 18, 19, 21, i 23, 
1945 1946 1946 1945 1946 1946 1946 
. i 
Cables :— Cents Cents ts | Cents Cents Cents | Cents 
London ...... 40545 40343 40345 403% § as 4035 | 405%5 
Montreal ..... | 90° 90-875 | 90-810 | 90-810 0; 90-810; 90-810 
Zuricht «+ | 23-52h | 23-52 | 23-526 | 23-526 | 23-525 | 23-525.) 23-52 
24-60 | 24-66 | 24-66 24 66 24-66 | 24 66 
5°15 5-15 5-15 5-15 5-15 5°15 
hanes 4-05 4-05 4-05 4-05 4-05 4-05 
B 9-20 9-20 9-20 9-20 9-20 9-20 
Stockholm 23-84 | 23-84 | 23-84 23-84 23-84 | 23°84 
Brussels . 2-285 | 2-284 | 2-285 2 285 2-285 2-285 
peeps 0-842 | 0-842 0-842} 0-842) 0-842] 0-848 
} 
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LONDON. ACTIVE SECURITY PRICES AND YIELDS 
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i “it sa i | Price, | Price, | Vicld, | 
Prices, } is Gross i Si Last an i) oe 
y t oS s Yield* | Yield* Yi 1946 | ore 3 Jan. jan. Jan. 
Year 1946 Name ot Security i | = ba | ‘dss 23, an 2 eae it an. 22) Dividends | Name of Security } 5, | 22 22, 
jan Se | | Sz | 194 9 \4 {= a | 3996 | 2 1946 
ifizh | Low be kee vin |_High [Low |) te) te Re eee et 
i. seta Fanaa fie cag ka ty gad = 4 % | % || tron, Coal and Steel | SS ig s. d, 
9242 91% || Consols 25%............ 1 U | 2; | 2 19 8 214 0 | 60/9 | 57/6 | 8 6| 4 @ Babcock & Wilcox Ord. 41. J) €0/- | 60/- \3 ® 0 
| 110% 109 || Console 4% (after 1957)..| E | 110yxd| M0gxd 1 3 4/217 3) 48/19 | 45/- | 116| 3a Bolsover Colliery Ord. (1.. || 44/3 | 48/- |6 5 0 
| 100}; 100% | Conversion 24% 1944-49. 9. | E | 100% | 100 0 00/015 8) 29/- | 27/6 | +3ta| b Brown (John) Ord. 10/-...|) 28/- | 28/9 39 3 
1024 101% || Conversion 3 1948-53... | E 102 10lgxd 018 2/2 3 7/|| 10/9 | yap) 6 6| 4 a Cammeli Laird Ord. Stk. 5/-| 10/6 10/3 | 417 6 
) 108% 106 | Comv. 34% (after 1961)... E | 107§ | 106% 1 611 218 0 | 25/44 22/9 5 b| 3 a Colvilles Ord. Stk. £1...... || 25/- | 24/9 |6 9 3 
1004, 100 || Exchequer Bds. 13% 1950 E | 1004 | 100 018 7,114 1 89/6 88/- 15 b| 5 a \Cory (Wm) Ord. Stk. fi...) 88/9 | 89/3 [4 9 ° 
100° 98 Funding 2 1956-61... | L 99 | 1 8 3'> 211 4/| 26/1 25/- 8 c} 8 e¢ Dorman Long Ord. Bon; %/- | 2%/- |6 3 
' 1028 | 1003 || Funding 2h: % 1952-5ST...|| L | 1018 | 1023 1 6 7/211 4// 43/6 | 42/- | 76) 4 a) Guest Keen &c. Ord. Stk. {1 43/- | 43/6 | 5 1 0 
103} 101} | Funding 3° 1959-69..../ L 102 | 103% 81 921!) 2:16 11! 32/lh 30/3 | WB 5} Tha | Hadfields Ord. Stk 10/- ...| 31/3 31/9 17 1 9 
114, | 112% | Funding 4% 1960-90....| & | 114 | 1149 1 2 4:216 4 || 23/1) | 22/03 6 c| 7 c} Harland & W. Ord. Stk. {1.| 22/6 22/6 |6 4 3 
1034 1025 || Nat, Def. 3% (1994-58. . E | 103 1035, 15 0,211 8 || 21/4) | 20/44 546} 2)a@) Powell Duffryn Ord. Stk. £1) 21/- | 21 1712 0 
, 100% | 100} | War Bonds 24% 1945-47." E | 100 100$ O01 1/1 7 1/1 45/3 | 41/6 t2}a| $4} Staveley Coal Ord. Stk. 41..) 44/6  45/- | 3 2 Of 
100\)) 100% || War Bonds $1986. 48.| E | 100 100% 018 9 119 0} 58/- | 57/- 124 ¢| cape Seen nate ds Def. £1) 57/6 | 57/6 /4 7 0 
101} , 100} || War Bonds 2$%, 1949-51. L | 10ljxd| 10lgxd 1 2 3;2 4 6) 28/- | 27/6 || Be 8% c | Summers (J.) ‘A’ Ord. Stk. £1), 28/- 28/- 46 1 3 
102% 1004 | War Bonds 24% 1951-53.) L 101% | 101 1 40,2 6 0} 57/- | 56/- 8 b| 4 a) Swan, Hunter Ord. Stk. {1..) 56/- | 56/- | 4 5 3 
: 101i 1008 || War Bonds 24% 1952-54.) L l0lfe 100¢xd 1 4210/2 611) 1a/- | A/S |} labo} ¢ Thomas and Bald. Ord. 6/8.) 11/7) | My4h | 7 6 3 
100g 99%. || War Bonds 24% 1954-56.) L | 1004xd, 100}xd 1 5 10/2 8 1) 25/10} 24/9 24a | sf Ualted Steel Ord. Stk {1...|, 25/6 | 25/6 (6 5 6 
1028 101% || Savings Bds. 3°, 1955-65. L | l02xd 102jxd 110 3/2 16 2 | 19/9 "| 18/14 | 6b) 4a Wieters Ged. Sth. 20/- ca ee 19/3 | 6 | 5 2 6 
; 1014) || Savings Bds. 3% 1960-70.) L | 1024 l02sxd 110 5 | 2 16 10) - xti os 
102 iol” Savings Bds. 3% 1965-75.|, L | l0A¥xd 102}xd 110 7/217 1) 13/6 13/- |! Nile} Nile! Bleachers Assn. Ord. Stk. #1. 13% | 13/6 Nil 
1154 113g || Vietory Bonds 4% ......))  ¢ 115s A34x = 5 1) | 2 18 6 || 26/6 | 25/9 4 ¢| 5 c Bradford Dyers Qed. Stk. {1)) 26/3 | 26/3 | 316 0 
104 1024 || bm 3%, 1955-59...) L 103¢ | 103% 175,214 7) S/- | 33/% 15 ¢} 8 c¢ British Celanese Ord. 10/-..) 34/3 33; y10gxd 27 3 
: 104; 103k |, War Loam 34% aft. 1952. E | 104% | 104 1 5 1/216 7) 53/- 51/6 5 b| 3ga Coats, J. & P. Ord. Stk. f1.. 52/3 | 52 3.7 6 
i | 9k || Local Loans 3%. i 0 97 98 113 5; 3 © 10) §7/103 54/6 || 2$a! 5 bCourtaulds Ord. Stk. {1.. 56/9 | 57/3 |222 6 
/ a ‘indicated: E-earllest date; L=latest date: U=Undated|| 36/6 | 35/3 || 240| 2a \EnglishS.CottonOrd. fi...) 36/6 | 35/6 [216 3 
* To cdamesien aentnations te ‘at. in the £. { Acsummed life, 17 yrs. 6 mihe'l| 24/78 | 23/6 || he.  ¢|Fine Cotton Spus. Ord. fi.) 2a/- | 23/6 ,3 8 0 
. } (Hat vield). yields after allowing | tor tax x at 9 9s. mt if. $ Acs ee ee 4/9 4/44 f 9 a) b Hoyle (Joshua) Ord. stk. 2/- 6 | 46 136 9 
4 .... || Prices, Year Price, | Price, Yield || 38/6 | 36/9 | 74 c| ¢ \Lancs. Cotton Ord. Stk. £1... 37/- | 36/9 |4 1 9 
‘ Prices. || 1946 (Jan. 1 to ’ Jan. | Jan. Jan. | 90/6 | 89/3 || 2 c| "1 ¢ ||Patons & Baldwins Ord. (i) 9/- | 89/49/3118 3 
6 Veer. 25089 jon 22) | Name of Security 15, 22, 22, pe | i Electrical Manufactg. mets - 
“ “Fich | Low!” \ | 2 946 | 1946 | 57/10}, 56/- || 10 ¢|  e| Assoc. Elect. Ord. Stk. { 51/6 613 9 
14 High | Low H High | | Low ‘ ee a 946 ] + || a7/- $ o- bie B. Ins. & Calenders Ord. eu 46/3 s0/6 | : Le ‘ 
, 101 | 99} | 103% | 100} | Australia 37°, 1965-69... | 102 | 10s | 3 0 9} 2 at 17° i we 15 e Sing ered a a stk tl, ra ee aee 8 
: Te Bh ab ope etc nee pitt Perea ae Derpen & 
8 ; | as and Electricity | 
5 @ 115 | LS i List 114” | Nigeria eee | a - : = 3 | 41/9 37/6 || 5 8b 3 a}\County of London Stk. £1..|/ 38, 41/- 318 0 
%, 1074 | 104 } 106% =| 105 gr aioe || 26/9 | 25/6 | 346) ba! /Edmundsons a =. e.. 26/ 26/- ‘ 12 3 
- G 100} | 99 || 1008 | 99} | Birmingham 29% 1955-57../| 99) | 100 | 215 0} 21 ” 20/44 ae abe eee ii aes ft ee 
' 1014; | 100 {| 101 | 1 Bristol 5% 1958-63 isk oe 100} | 101 218 0 S/S S1/40h} 43! § ‘ aise etteh Power Ord Ste aL ww’ Tt 35 mo 
102 998 io | 100 eee 3 3% 1963-66...... \ 3 Jol | 2 1g 5 po or ae Halper var a 
6 i Oe. DE... Hibaheice DAs ce ccccecins véeen j | } sa? re j- 2 f ; 
101} | 100 «| «1014-1004 Liverpool 3% 1954-64....., MOL | 101 | 217 6 | ah ~_* A they ent Oud Sth cL ae i = | ee ls ks 
- 106} | 105 | 106 | 105 got %% 1957-62. 105 06 | 217 2) 28/7 | a ‘i fmricteh Aeroplane Sik id) | iajay is 7 | i 2 6 
‘ } fs } i i 
: 95, | 91) | 95 | 95 |\Argemtine 3% Bds 1972.../ 95! | “95 | 336 1] S/1G sy |) B's) 7 @ | De Haviland Ore St. i art as itt 6 
80h | 67) |, 78) | 73h “Austria 4 % Gtd. 1934-59. | i MH 1413 0) o/5 | Jers 15 a| 17} 6 |Hawker Siddeley Ord. 5/-..j) 17/44 | 17/3 |9 8 6 
. @ 46 | 40 | 42) | 40 | Brazil 4% 1889, Int. 15% 41 42h | 310 7} B/S | 16/28 2g0| 1245 (Lucas (Joseph) Ord. £1... at | 85 
. 75 | 63 |} e4 | 64 | Brazil 5% 1914 A, Int. ts 674 6 15 0 0} B/5,| OHS | tel $f b (Morris Motors 5/- Ord. Stk!) 45/3 | 45/3 | 118 6f 
4 @ 29, +214 | 27 | 25 Chile 6% (1929) 24/0 -48', | at | et lS Na ol Sa | 8e || 20-€] 0° chRolls-Royce Ord. Stk. 42...) 102/6 | 102/6 | 318 0 
4m 76h | 47 || 674 | 63 | Chinese 5% 1913.......... Hl Le Shipping j 
1 @ aloe kh ml eet eee eee a ah ot 2 1238 Sil ay-'| asia spel. 5 b Conant Ord. Stk Z1....... 26/3 | 26/3 |514 0 
1 sah | 51 | SS | 52h |S Paulo Coffee ho A, 2%)’ 52) | oy | 412 9 2/2 | 25/108), el § Rie D LinesMides Ontill 303 | Ges | eis 8 
11 653 || 76 75) Spanish 4% Sealed Bonds..| 75) {/ 75) |5 6 0| e/--\ a 6 c| 6 c|\Furness, Withy Ord. Stk. fl) 29/6 | 27- |4 29 
24 m | 18 i ty | 1 ‘mguay 3% Assented...-| 76) i _7t_| 4 10 11 | /, 51/% || 2a| 8 6 P.&O, Def. Stk fl........| 55/6 | 54/6 | 313. 3 
28 ~~ Prices, Last two | Price, | Price Yield, |) 96/3 | 96/- i 6 c| 6 c)} Royal} eee Stic fi) 5 os ; = : 
' Year 1946 | iyi i ‘ ; an. | Jan. Jan. 2/3 | 25/4 || 5 ¢| 5 ¢/ Union Castle Ord. Stk {1..|| 25/6 2 
89 2a rs lan. 22 Dividends I Name of Security 7 | = 22 «| 26, | 25/44 i) | Tea and Rubber i iene a 
—_ High | Low || (a) () (&) | | 1946 1946 1946 24/- | 21/3 || 2 e€| Nite|Anglo-Dutch of Java {1..../) 22/6 | 23 Nil 
an | Tes 7 ae |  Aailways | | \€ 8 od. | 46/14 | 44/3 2ha| 746 Jokai (Assam) Tea {1...... 4, 6 a | 4 2. 
445 42 )sONal Ni | Antofagasta 5% C. Stk. Pi..) 43 | 44 Nil || 3/08| 279 | 6 | Nic} on Asiatic Rbr. 2/-. . .| ye} 2/1lk 1 
11} 0 | Nil Nil < BA Gt, Sthn. Ord Stk OR |) 10g | ON 26/104! 24/74 || Nile| Nil c |Rubber Pitas. Trust £1..... } 08/3 26/6 Nil 
a, ST sot Be. 3 ¢ San ‘Paulo Ord. Stk. ..... | 55h | 564 i5 6 2 | 43/9 | 39/6 || Nile] Nile |'United on RAawinnse | 40/74 43/9 Nil 
; €€ | 2 €) 9am Paulo Ord, Stk. ....... | | i 
me tee } : o ee ss: } = $254 He ee i / 9 | bj 1 ae IramianjOrd. Stk. 41. || 103/9 102/6 318 0 
is aio | ats | ele ae eee Pret Stic. 1134 | 1145 4 ; 4 We 28/9 i 123.4 17} P VApex Trinidad Ord. 5/-....' 3076 | 30/9 1417 6 
46 im - ! : e| aba | 2, Gon ist Prob of 134 | 55 7 5 61 80/- | 75/- |} 10 b 24a |, Burmah Ou Ord. Stk. {l.. 79/43 78/14 |} 3 4 0 
81 9 i «i "MS. Ord. Stock | 28 | 28 | 818 7) 82/98 | 79/4) |) t2bb) t2ba)Shell Transport Ord. Stk. {1\| 62/6 ; 8/3 (1 3 OF 
6 7 se oa -s eee. 4% Pref, 1923 Stk) 56 56 7 210 1103/14 oat || 5 a] 10 6|Trinidad Leaseholds £1..°..)) 100/- | 100/7} | 219 6 
zy 634 | 50 || 126; lga/ London Transport ‘C’ Stk.) 63 63 (415 3} | Be Miscellanccus G id ont a os 
2 23% | 22h || 2 4a c | Southern Det. eter cas bid bs Raa | Bere AP Ae ee teen ne | us lip 3 
; a) @ | a i iene ty 1 ee ngagy pa | | 81/- 16/- 10 cl] 2a | Barker (John) Orie 77/9 | i 9 | : = : 
it J y . j-. a 5 / . = ; 
BY 90/-| 96/6 || el 10 ollatezanders [% flpd..... 89/- ye | Sit 6] B/S | 55/14 | 30 c| 32)c [Boom Fume brug Gre 5/-..| 6/9 | 31/- | 217 0 
P a b| ha! Hank of Australasia (6..... | att 7% | 317 6 | 9/9 | 38/9 | as oft nit thiee teteogee Til ee | tee | iie 3 
eo 408 397} 1 6 a| 6 6 Bank of England Stock ....| 401 4074 | 218 9 || 125/- | 123/9 | $c} tly c Brit. ; d. Stk. 71 6 85/6 1319 6 
- {Si £58 || 6 €| 6 c|Bank of Montreal $10...... £ erie Toe: (30 1 f°) Sf cleawrriere | “oe. | cee 14 010 
a Mi 23 |G | 6 ¢| Bank of NewS, Wales (36. aa 13 4 onl wee/3| ic || t2pal 2256 |Carmeres‘A'Ord'4i.......|| 1658/6 | 165/- |4 4 9 
62. 35/6 32h 4 6| 3 @ Bank of New Zealand {1...|| 34/ 34/6 | 3 4 Oh) 166/3| 160 || 12ha af i Le mie (Thomas) Ord. {i} © 10} 10 | 319 3 
78/1 76/3 || 7 7 6 Barclays Bank ‘B' {1.. ‘| 71/6 | 77/6 | 312 6 |) 10H | WE |} Wel Wa tk. f 52/6 |3 1 0 
ugal. 67/3 a O. ‘a’ 1) 66 /- 67/- | 118 6 || 58/1} | 51/- |} Be 8. c ||Dunlop Rubber Ord. Stk. £1) 52/- | OQ |. 
-_ 63/9 |} 3 345 Barclays (D.C. & O.) f 103 | 108 19 6 81 38/6 | 32/4 || 8 ce 8 c| Elec. & Mus. Ind. Stk. 10/-., 34/- 34/ 25 9 
ing). ll 105 | bh 9 remy of India £5... “| | a= 1319 9 || 26/3 | oe, || 6-c| 7c |\Gaummont Beitich Qed. 10/—.|| 25/- 25/- |3 0 0 
ono | SU- 1 She b District ‘A £5, £2 pd. . | oe Nia || 44/3 | 43/- || 12ae 174 b | Gestetner Ltd. Ord. Stk. 5/-| 43/6 | 45/6 | 3 8 9 
+ 900, £90 £88} | asl Nil c | Hong Kong & Shanghai $125, £8 ewe sas 6 || 100 14) 106/3 || el i 12} 6 |/Harrisons & Cros. Def. £1.../ 06/3 | 106/3 1216 3 
a ay | ‘els $ ierde's five anes | gs, | a3 1332 0] 9/5 | 8/1) |) 3c] 3 |Homed& Colonial Ord. 4/-..|  9/- wo | 318 6 
7 2 TUK $d wc ce eee eee!) : | mere J | , | 
90/3 88/9 || pei oI ‘Midland Bank £1, fully paid, 89/6xd, 89/6 | : . ° | re a oe 4 uted Saad | eae | ae 12/4 oF 
rh Phy, 8k |) Sa] 5 6 Nat. Dis. (A.) £34, fully Paid se heal 1 | 347 9 || see | $45. $1 -60c $1-60c International Nickel np... $49) | $474. | 3 7 0 
(3d 7/4) 75/91) Te 7} b | Nat. Prov. £5, £1 paid..... 76/6xd) / oo. S 0 ete) §  «liLever & Unilever Ora. i 50/4 50/3 1119 6 
oe 485) | 482 \ 84a!  8}6 Royal Bank of Scotland Stk. 483 483 s = ol eve 4) ere 4 > tae London Brick Ord. 1... 60/- 61/3 |3 5 0 
rate 228 «219 Hg b| 5 a@ Stan. of S. Africa £20, £5 pd.| 228 | 228 301 6 74/3--)-FOf— 4} 85 Ot AS: -wierkes eS ‘A’ 5/-....) 72/7) | Wyk | 24 6 
655 63/3 || § @| § 6/|\Union Discount {1 Stk..... |} 63/6 | oa/6 1317 9 || 96/1041 98°74 12}6| 5 a|Metal Box Ord. Stk. {1..... 95 /- %/- |313 0 
95/~ , 90/6 1 9 a| 9 6 Westminster £4, £1 paid vee 91/6xd| 9 94/44'| 92/6" || The} 29) Murex 41 Ord. Sth......... 92/6 92/6 14 6 9 
30} } | eeeeenee 1 | 30 | 219 0) 43/1) | 40/- | 20 ¢ 25 | Odeon Theatre Ord. 5/-....|) 41/3 | 41/3 | 3 @ 6 
30% 30} | 50 6) 40 @ Alliance £1, fully paid...... H 304 ict 13 8 91 36/6 35/7} 74d 24a | Pinchin Johnson Ord 10721 366 S/— | 215 3 
— ef 15 il 6/-b 4/6a' Atlas £5, £1} pox eeosecesee li 15 | 10§ | 3 l 0 75 9 74/- 34 a | 10 b| Tate & Lyle Ord. Stk. fhe. 75/- 75, 6 3 ll 9 
. 5.14) 1st || ato] $e [Commercial Walon Aino Mk | ey 1345 01 96/9 | Se/- | iehe| 5 cl Triplex Safety Glass 10/—.-.| 39/3 | 39/3 } 315 9 
‘ Sait 3-38 @| M6 8 | Gen. Acodt. £1, 12/6 pd. ...|) 142/6 | 344 (238 0) 68 5% | 10 al(d)l2}b Tube Investments Ord. {1..)) 116/3 | 120/- | 315 0 
46 Shi, J oe 10/~a |\Lon. & Lanes. £5, {3 pd. . | a | ; 2 6 OF: 83 6. 719 6 3$a; 85 Turner & Newall Ord. £1... 81/3 $2/6 | 3 0 3 
is 33k | 9206 t1%he Pearl £1, fully paid. -..... | 1 | 1S 6.9 45/105, 43/9 aRTaO| Ifa United Molasses Ord.6/8...| 45/- | 45/- |4 0 0 
ae gt AL S/-a| 6/— 6 Phoenix £1, fully paid....../ 174 | 29% |2 6 9t| 46/- | 42/3 4°c| 4c Wall Paper Detd. £1..... 42/6 | 42/6 | 117 6 
29} |68.0%e | #19) (Prodential ZA’. * Tt [Sas 4°] 85/-| 90/23 || 45 3) 40 © | Woolworth Ocd.. 5/-....... | a/- | 85/- }3 6 0 
aw a 10} | 19 b| IL @ Royal Exchange f1........ | le sme); ll Mines 
Kp le 106 || 3/3b) 3/30) [Boral £1, felip pelt ee | ie ge 68/9 | 66/3 || 35 6| 27} Ashanti Goldfields Prd. ae 66/6 | 66/6 | 416 Om 
52 195 / a il weries. &c. | : 2 1 OF 97/6 | 86/10}) 12§c} 12}c Cons. Gids. of S. Africa g1..|) 93/14 | 9/- | 215 3 
“52h 95/9 | 192/6 | {5 @| +15 | Bass Ratcliff Ord. Stk. £1... 194/6 | 195/- | 1 17), 30 a, 30 De Beers (Def.) £2}........ | 1 | W 1736 6 
66 1228 18/9 |) 1386) "7a Distillers Co. Ord. Stk. £1:.) 119/9 | 121/9 | Sa ® 57th a8 i “She £2 > | Rendiontein Ged ti Sioa | 35/9 | 32/6 | 42 0 
2 e 152/~ ll @| 18 b Guinness (A.) Ord. Stk. £1...) 154/6 | 1535/6 laa ol b 5 || 49 @| 15 }|(Rhokana Corp. =< epi i 3 | 7 3.9 Q 
's a3 6 118/6}) 7a! iB b Ind Coope &c. Ord. Stk. a. 190/6 oe (338 6 | 14 (ba “4 Ay | Nie Nil c |/Roan Antelope 5/- | 14) | 146 Nil 
84 106/- | 100) | 478 | 23 2 |iMitchelis & Butlers meee ae, Ta eek 5% | 45 a| 45 \Sub Nigel Ord. 10/-....... | 5 18 0 Q 
oi 4 - 144/- | f10 6] 5 a/S. African Ord. Stk. i oye 145/6 | 145/- 311 91 5/6b\ 2/6! Union p. 12/6 fy. pa. pore op 123 |3 3 0 
: og 43/3) 5bO| 2b@, Taylor Walker Ord. Stk. £1.|| 45/- | 44/9 LSis ot eal a I Meo] Wa“ liv witseaserseaed 2 ta Nu 
) 843 01/9 | 98/9|| 6 al leo! ‘Watney Combe Def. Stk. 41) 99/9 | 101/3 | 319 0 |) Tie 30% foom ‘War Conti — ee paid at 549% of face value, 
— (a) Interim div. (6) Final div. {c) Last two yearly divs, (4) Also special payment 10% 





(h) Allowing for exchange. 


(k) Includes 2}% tax free yield basis, 27}%. 


tingencies 
(m) Yield basis 80%. 


ne a NT LR ERASE 


{ Free of tax 
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COMMONWEALTH BANK OF AUSTRALIA | 


Guaranteed oy the Branches and Agencies 
Australian Governmen:. throughout Australia. 
Banking and Exchange Business of every description transacted. Bankers 
to the Government of the Commonwealth of Australia, the Government 
of the State of Queensland, the Government of the State of South Australia, 
the Government of the State of Western Australia, the Government of the 
State of Tasmania, Commonwealth Savings Bank of Australia, Agencies 
are open at 3,948 Post Offices and other offices throughout the Commonwealth. 
As at 30th June, 1945—General Bank Balances aa «.. £4.451,095,525 

Savings Bank Balances o> Yee 367,559,340 
















Note Issue rtment od des 195,097 356 
Rural Credits aoe oad soe 2,508,625 
Mortgage Bank Department ... eee 1,752,835 


Other Items... bes ood veo 24,311,911 
£A.1,042,325,592 


A. H. LEWIS, Manager. 
Lendon Office: 8, OLD JEWRY, €E.C.2. 
Also at AUSTRALIA HOUSE, STRAND, W.C 











NATIONAL BANK OF INDIA LIMITED 


Bankers to the Government in Kenya Colony and Uganda. 
Head Office: 26 BISHOPSGATE, LONDON, E.C.2. 


BRANCHES: 


Aden and Cochin Madras Kisumu Kenya 
Aden Point (8. India) Mandalay Mombasa Colony 

Amritsar Colombo Nuwara Nairobi British 

Bombay Delhi Eliya Nakuru E.A. 


Calcutta Kandy Rangoon Entebbe 

Cawnpore Karachi Tuticorin Jinja } Uganda 
Chittagong Lahore Zanzibar Kampala 

Dar-es-salaam Mwanza Tanga ... .. es e.» Tanganyika Territory 
SUBSCRIBED CAPITAL ... eee £4,000,000 
PAID-UP CAPITAL eee eee £2,000,000 


RESERVE FUND eee eee eee £2,200,000 


The Bank conducts every description of Eastern Banking business, 
Trusteeships and Executorships also undertaken. 


NATIONAL BANK OF EGYPT 


Incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 


Commercial Register No. 1 Cairo. 


FULLY PAID CAPITAL -  - £3,000,000 
RESERVE FUND- - ~- ~ ~- £3,000,000 


London Office: 


6 & 7 King William Street, E.C.4 


Brinches in all the Principal Towns in EGYPT and the SUDAN 






















DEN NORSKE CREDITBANK 


rstabtisheo 1857 











. OSLO, 






Reserves 
Kr. 
35,900,000,- 






NORWAY 


Branches: Arendal, Larvik, Lillesand, Mandal, Porsgrunn, Risor, 
Solor (Flisa), Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited 
Telegraphic Address—* Creditbank ° Telephone: “* 21820 Osio’ 











REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, |! 


ANNUAL INCOME EXCEEDS -  €15,000,000 
ASSETS EXCEED - - - + ~- €88,000,000 
CLAIMS PAID EXCE + + +  €464,000,000 





DVERTISER?® with highest business connections Eastern Europe 
4% and Middle East, extensive administrative and organising experi- 
efice, and contacts with officialdom at home and abroad, will 
shortly be free and would welcome approach from established concern 
which might tead to utilisation of his services.—Box 162, The 
Brettenham House, Lancaster Place, London, W.C.2. 


Printed in Great Bri 
at Brettenham House Lancaster Place, Strand, London, W.C.a. U.S. 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


CAPITAL ISSUED AND FULLY PAID UP. $20,000,000 
RESERVE FUNDS STERLING - - = = £7,125,000 
- = $20,000,000 


RESERVE LIABILITY OF MEMBERS 

Head Office (temporarily ) 
9, GRACEGHURCH STREET, LONOON, E.c.3. 
Chief Manager: A. Morse, C.B.E, 
BRANCHES AND AGENCIES THROUGHOUT INDIA AND 
THE FAR EAST, Ete. 
HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED, 

9, Gracechurch Street, E.C.3, a company incorporated in England and 

an affiliate of The Hongkong and Shanghai Banking Corporation, is 

prepared to act as Executor and Trustee in approved cases. 


Full particulars may be had on application. 





BALLIOL COLLEGE, OXFORD 


The College hopes to make an election to an Andrew Bradley Fellow- 
ship in English Literature. The Fellow elected will be a Junior Research 
Fellow of the College, as defined in the College Statutes; he will be 
required to undertake research in English Literature, and may, wit) 
his consent, be assigned some share in the tutorial work of the College. 
The election will be made in the first place for three years, but the 
Fellow may be re-elected for a further period not exceeding three years. 
The stipend for the appointment will be £300 to £500 a year, according 
to qualifications and the amount of tutorial work undertaken. 

The College may also appoint, from the applicants for the Fellowship, 
a Lecturer whose duties would be to assist in the tutorial work of ih 
College in English Language or Literature; this appointment wouli 
be for a period of three years, at a stipend of £300 to £500 a year, 
according to qualifications. 

Applications, with not more than three references, should be sent, 
ae a than 15th March, 1946, to the Col.ege Secretary, Balliol College, 
Oxford. 


BALLIOL COLLEGE, OXFORD 


The College hopes to make appointments for a period of three years 
a a date not later than October, 1946, to Lectureships in the following 
subjects :— 

1. Economics or Economic Statistics. 

2. Politics, preferably British political and constitutional history of 
the 19th Century, foreign history since 1870, and internations! 
relations since 1870. 

3. Modern History: British and foreign history of the 19th and 2th 
Centuries. 

It is intended that some, or possibly all, of the above three appoint- 
ments shall be made jointly by the College and by the Oxford University 
Delegacy for Extra-Mural Studies, but candidates desirous of holding 
one of these Lectureships in conjunction with some other appointment 
will not necessarily be excluded. Lecturers appointed jointly by the 
College and by the Delegacy will be expected to give part of their time 
to the tutorial work of the College and part to taking classes or 
undertaking other forms of adult teaching for the Delegacy:; for 
appointments on this joint basis, previous experience in adult education 
either in Tutorial Classes or in the Services will be a qualification. 

4. Mediwval History: English and European History of the 14th and 
15th Centuries. In addition to his tutorial duties, this Lecturer 
will be expected to undertake some research work on a subject 
approved by the College. 

The stipend for each of these Lectureships will be £350 to £500 a vear, 
according to qualifications or (in the case of appointments made jointly 
by the College and by the Oxford University Delegacy for Extra-Mura! 
Studies) £500 to £600 a year. 

Applications, with not more than three references, should be sent not 
— er 15th March, 1946, to the College Secretary, Balliol College. 

xford. 


5 pagar pte rd occurs in London for important duties on administrative 

staff of old-established trading corporation with extensive overseas 
organisation. Candidates preferably with secretarial or accountancy 
qualifications, should be well educated and have had experience in 
business administration and organisation; iculars regarding any 
national or war service also should be given and names of tliree 
referees, to Box ‘ Q.T.Y.,”’ c/o 95, Bishopsgate, E.C.2. 


CONOMIC RESEARCH, The Scottish Co-operative Wholesale 
Society, Ltd., wishes to appoint a Chief of an: Economics Depart- 
ment in Glasgow, to direct research, dealing with every branch of 
economics, including investigation of consumers’ opinions of products 
and services, of consumers’ tastes, habits and income levels, industrial 
research into possible new. productions, and consideration of the social 
implications of trading policies. Close contact wil) be kept with scientific 
research department. State salary. 

Applicants should have. considerable industrial experience as wel! 43 
distinguished academic qualifications. Post required to be filled in 
March, 1946, but applications should be made by 8th February to the 
Secretary, S.C.W., Ltd., 95, Morrison Street, Glasgow, C.5, from whom 
further particulars can be obtained. 


oT ae ACCOUNTANT, aged 39 years, with five years residence 

in Brazil as chief. aceountant of large international cotton firm, 
would be interested in contract with British interests.—Reply te 
“A.C, A.,"’ c/o Royal Bank of Canada, Sao Paulo, Brazil. 


} B.C. invites applications from. men and: women, British only. for 
* the post of Programme Assistant in West European Region of 
European Services Division, Londen, Duties are mainly planning and 
preparing broadcasts for the French audience in Europe. Knowledge 
of international and especially of European affairs, poke onl editorial 
or writing experience essential. Experience of broadcasting desira)le. 
Salary net more than £687 per annum on appointment res to £009, 
plus cost of living bonus £44 4s. and family allowances. Appointment 
to unestablished staff; entry to P eet -megiper staff subject to fater con- 
sideration—Applications, with tails of a and experience. [9 


Appointments Officer, Broadcasting House, don, W.1, must @ 
received not Jater than seven days after the appearance of this adver- 


Bechon Mark envelopes **‘ Programme Assistant, West Europea 


tain by St. CLEMENTS Press, Lrp., Portugal St., Kingsway, London, W.C.2. Published net by THe Economist Newspaper, L10+ 
Representa ew York, 6.—Saturday, January 26, 14° 
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